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CASE STUDY OF INFOSYS TECHNOLOGIES LIMITED 
(Abstract) 
The service sector is increasingly accounting for a dominant share of 
the national output in the developed as well as the developing countries. The 
Twentieth Century has witnessed the most breath-taking development in 
science and technology, concern for human development and quality of life. 
First revolution in the field of communication and technology was globally 
referred to as "Information Technology Revolution". The impact of Information 
Technology on the economy has been so pervasive and momentous that it is 
characterized as a second industrial revolution. Thus, the Information 
Technology (IT) has become the chief determinant of the progress of nations, 
communities and individuals. In the current phase of globalization, technology 
determines the international competitiveness. The famous economist Dr. Solo 
in his research paper (1957) revealed that 90 per cent increase in per capita 
output of USA during 1909-1949 was because of the technical change, 
manifesting the strong linkage existing between technological advancement 
and consequent improved quality of life of the people. Information Technology 
is hence quoted as "a magical technology, which combines the skillful hand 
with the reasoning mind. Information Technology in today's business 
ambience is the fastest growing industry in the world and is poised to become 
the large global industry. No other industry has had such a profound influence 
on government attention and business, with the exception of perhaps the 
defense industry. Whether it be flying an aircraft faster and better, or getting 
an accounting software to take care of the drudgery of repetitive work, IT has 
changed the way we live. 
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Information technology for sonne tinnes was used as synonymous to 
computer. But with the rapid advancement in various information delivery 
systems such as Radio, T.V. Telephone, Newspaper, fax and of course 
computer and computer network, information technology refers to the entire 
gamut of media and devices used to transmit and process information for use 
by various target groups in the society. IT has therefore, been rightly termed 
as Information and communication Revolution. With the advancement in IT, 
information is being regarded as the fourth factor of production along with the 
land, labour and capital. Information has, therefore, become an important and 
distinct input in production. Thus along with three sector model of primary, 
secondary and tertiary industries, a fourth sector i.e. information industry has 
emerged. According to Low (2000), the activities of generating, processing, 
transmitting, disseminating, storing, archiving and retrieving information 
constitute information Industry. Because of its very high positive impact on 
employment, wages, labour skills, productivity and research tremendously 
contribute to the economic growth of the country. IT is now treated as the 
"Strategic Industry". 
In the knowledge economy, the raw material that matters is intellectual 
rather than physical. The knowledge economy implies shift in the 
geographical center from raw material and capital equipment to information 
and knowledge, especially in education and research centers and man-made 
brain industries. This new economy depicts the automation of labour-intensive 
manufacturing of service activities as well as growth in new service industries 
such as health care, e-learning, software production and multimedia 
entertainment. The pervasive influence of IT is so strong that there is no 
sphere of human life in which it is not able to make a niche for itself. The new 
economy is thus creating high quality employment. It is reshaping the job 
market. Among the entire sectors at international level, Information 
Technology is millennium's most sought industry and holds paramount 
promises to proliferate in the modern era. India knows that International trade 
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can make her fulfill the promise of accomplishing the projection of India vision-
2020 and information technology is cardinal in making this dream a reality. 
The status quo at India's IT in the world is quite impressive and reveals 
that one company i.e. Infosys Technologies Limited has become the flag 
bearer in this sector. Infosys provides consulting and IT services to clients 
globally. It provides solutions for a dynamic environment v^here business and 
technology converge. Infosys w/orks v\/ith large global corporations and new 
generation technology companies to build new products or services and to 
implement prudent business and technology strategies in today's dynamic 
digital environment. It has been witnessed that the phenomenal escalation of 
IT at global scenario, Infosys growth is quite remarkable and has wiped out 
the false perception that 'no Indian company can became global'. The size of 
Infosys is a role model not only for those Indian companies entering in IT 
sector but also for other sectors. 
Evaluation of performance is widely used in society, parents evaluate 
their children, teachers evaluate their students whereas owners evaluate their 
organizations. In simple term, performance evaluation may be understood as 
the assessment of an organization's performance in a systematic manner. 
Normally, the performance evaluation of any commercial undertaking is done 
with reference to its financial performance in terms of profitability and other 
related aspects.^ But in the case of Information Technology Industry, the 
traditional method of evaluation with reference to profitability alone is 
inadequate in view of socio-economic objectives and other responsibilities 
cast upon them. Physical performance evaluation is an important yardstick in 
gauging the performance of the industry. Taking into account the fact that IT 
Industry has to discharge a number of other socio-economic obligations, the 
performance of IT is being measured in terms of revenue earnings, foreign 
exchange earnings through exports, employment generation and production 
under physical performance, whereas earnings per share. Net Profit, divided 
per share, debt-equity ratio, return on capital employed and return on net 
worth come under the roof of financial performance. 
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Information technology In the nineties had significant growth around the 
world and in particular in India. IT has become a potent force in transforming 
social, economic and political life globally and without its incorporation it is 
difficult for countries or regions to develop if not to survive. IT Industry in India 
is flourishing at an accelerated rate and it is assumed that soon India will be a 
global IT superpower and flagship bearer in global IT industry. From the 
forgoing review of the studies on different aspects of IT industry, it peters out 
that these are dearth of studies focusing on the performance evaluation of IT 
industry in the post liberalization period. 
This study is significant in terms of its scope, which encompasses the 
relevant aspects of performance evaluation of Indian IT industry in general, 
and Infosys in particular in the post- liberalization period (1991-2004) when 
many of the Indian IT firms were established and the government also 
embarked upon bringing out concrete plans and policies for the overall growth 
and development IT industry. The universally recognized parameters of 
performance evaluation are used to evaluate the performance of Indian IT 
industry and Infosys. Physical and financial performances are mainly taken 
into consideration. It is an endeavor to make a holistic study of Indian IT 
industry by applying statistical tools to calibrate as to how Indian IT industry 
incorporated the attributes of global competitiveness. Infosys Technologies 
Limited is one of the cynosures of IT sector in India hence, a case study is 
undertaken to assess the performance of this company. 
The nature of availability of data on IT as a whole were insufficient to 
evaluate the performance of IT industry hence, six select star companies of 
Indian IT industry namely, TCS, Wipro, Satyam Computers, HCL 
Technologies, Pentasoft Technologies and l-Flex Solutions are undertaken to 
evaluate the physical as well as financial performances on the basis of size of 
revenues which is around 22 percent of the total revenue generated by Indian 
IT industry. 
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The objectives of the study are, to assess performance of Indian IT 
Industry in terms of revenue, export of software, hardware and ITES since the 
advent of economic liberalization, to measure the performance of Infosys 
Technologies Limited in terms of output, production, export as well as net 
profit, EPS, DPS, etc, to analyze the policy implications with regard to Indian 
IT Industry as well as Infosys, and finally, to evolve a set of strategy for IT 
industry to sustain and maintain the global leadership in IT industry. 
Hypotheses of the study are as follows: 
H01- The null hypotheses assume (i) that the IT industry's share in 
Indian exports is not increasing, (ii) that FDI inflows in India is not functionally 
related to FDI inflows in Indian IT industry, (iii) that the Exports revenue of 
Indian IT industry is not significantly contributing to the total revenue of Indian 
IT industry (iv) and that the revenue from software is not significantly 
contributing towards the total revenue of Indian IT industry. 
Failing to accept the null hypotheses will automatically lead to accept 
the alternative hypotheses. 
H02- The null hypotheses presume that the six select Indian IT 
companies i.e. TCS, Wipro Technologies, Satyam Computers, HCL 
Technologies, l-Flex Solutions and Pentasoft Technologies are neither 
contributing towards the exports revenue nor do seem to be major 
contributors to total revenue of Indian IT industry. Rejecting to accept the null 
hypothesis will automatically lead to accept the alternative hypothesis 
signifying that the six select Indian IT companies are contributing towards the 
exports and the total revenue of Indian IT industry during the period under 
reference. 
H03- The null hypothesis presumes that neither the domestic revenue 
nor do the export revenue earnings from Software, Hardware and ITES-BPO 
segments have increased the total domestic revenue earnings and exports 
revenue earnings of Indian IT industry. The alternative hypothesis would 
support that the domestic revenue earnings as well as export revenue 
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earnings from Software, Hardware and ITES-BPO segnnents have increased 
the total domestic revenue earnings of Indian IT industry for the referred 
period. 
H04- The null hypothesis assumes that Infosys is not contributing to 
the growth and development of IT industry in India in terms of revenue 
generation, exports revenue and employment generation. However, the 
alternative hypothesis would be that the Infosys is contributing to the growth 
and development of IT industry in India in terms of revenue generation, 
exports revenue and employment generation. 
H05- The null hypothesis suggests that the profitability and liquidity of 
Infosys Technologies Limited is not good enough as compared to profitability 
and liquidity of six select Indian IT companies in terms of Net Profit Ratio, 
ROCE and Current Ratio. Rejecting to accept the null hypothesis will 
automatically lead to accept the alternative hypothesis signifying that the 
profitability and liquidity of Infosys Technologies Limited is better than 
profitability and liquidity of six select Indian IT companies in terms of Net Profit 
Ratio, ROCE and Current Ratio for the period under review. 
An endeavor has been made in the present study to cull up relevant 
statistics from secondary source of information. The objectives have been set 
to analyze the performance evaluation of Indian IT Industry and Infosys 
pertaining to aspects of revenue earnings, foreign exchange through exports, 
and employment in all segments of IT i.e. software, hardware and ITES-BPO. 
The study has approached to make analytical study through the use of 
significant statistical tools and financial ratios. 
The meteoric growth and development of Indian IT industry in the last 
decade of the 20**^  century has attracted the attention of both the corporate 
and the government alike. There is no gainsaying the fact that Indian IT 
industry has shown a promising future in terms of rising revenue earnings, 
exports and huge employment potentials. Since mid 80's, the government of 
India had been making all out efforts in terms of multifarious pronouncement 
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of policies, programmes and plans for the sustained growth and development 
of IT Industry. In order to further develop and promote this emerging sector, 
the government has declared IT as a thrust sector with the advent of New 
Economic Policy (NEP) of July 1991. The government announced specific 
policy package with regard to income tax exemption from profits of software 
exports and later, reduced import duty on computer software from a high of 
114 percent to nil. Intellectual Property Rights of computer software is 
covered under Indian Copyright Act. India became the 12'^  nation in the world 
to adopt a cyber law regime during 2000 by drafting Information Technology 
Act 2000. 
The study has brought forth that the IT industry has contributed 3.82 
percent share in India's GDP i.e. to the tune of US$ 21.5 billion during 2003-
04. This industry has proved to be a hallmark at global market. The export 
market has been identified as a major contributor to Indian IT industry with 64 
percent earnings of the total market. With regard to destination of India's 
software exports. North America with USA and Canada have claimed the 
major chunk of share i.e., to the tune of 59.0 percent of total exports in 2003-
04. The share of hardware in IT industry has nevertheless decreased from 
28.6 percent in 1999-2000 to 22.4 percent in 2003-04 which is attributable to 
insufficient infrastructure facilities and zero import duty under WTO-IT 
agreement. This segment is also receiving high degree of threats from 
Singapore, Taiwan, China and Hong Kong. ITES - BPO is sun rising segment 
in IT industry, which has been witnessed to have registered US$ 3.9 billion 
revenue earnings in 2003-04. ITES-BPO services of India are able to deliver 
superior quality because of large pool of english speaking people and low cost 
advantages. Geographical location is another advantage for India. This 
segment too is confronted with threats from Ireland, Malaysia and China. 
The IT revolution in fact has given birth to a new economic culture and 
social transformation for the potential benefits to the developed and the 
developing nations. In the last decade of the 20"^  century and early period of 
the new millennium, the IT industry in India has shown meteoric growth, which 
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none of the industry of the economy has followed before. Despite the global 
economic slowdown in 2001-02, desperate socio-economic environment due 
to terrorism, the Indian IT Industry registered revenue earnings of US$ 21603 
millions in 2003-04. India's most prized resource in this knowledge economy 
is its large pool of technical and English speaking human resource. Indian IT 
Industry had strengths of 813, 000 IT professionals in 2003-04 with the 
average annual growth rate of 28.56 percent during the period under study. 
The domestic market of Indian IT industry is though passing its infancy period 
yet there are vast opportunities to grow in this market. Domestic market of 
Indian IT Industry has recorded revenue earnings of US$ 5460 million during 
the period 2003-04. This industry has proved its hallmark at international 
market by supplying high quality products and services to other nations. Even 
Indian soil has become the global supplier of highly efficient IT professionals. 
Revenue earnings of US$ 16143 million have come through exports market of 
IT industry with the growth rate of 22.52 percent. Industry has successfully 
received the attention of the government due to increased share of exports at 
28.08 percent in total India's exports in 2003-04 registering an increase of 
26.7 percent from just 1.44 percent in 1991-92 attaining this tremendous 
growth in the span of last 13 years. The software sector of the industry has 
truly symbolized India's strength at the global market. The software sector of 
IT industry has registered growth of 32.83 percent and revenue earnings of 
US$ 16500 millions during 2003-04. This sector has also shared 2.64 percent 
in the India's GDP and 21.3 percent in Country's exports for the year 2003-04. 
Hardware sector of this industry is passing through a lean patch mainly 
due to underdeveloped domestic market and low class infrastructure facilities 
to manufactures. It is also receiving millions of threats after zero import duty 
on IT products under WTO-IT Agreement. Despite all these, Hardware sector 
has however managed to earn revenue amounting to US$ 1203 million in 
2003-04. 
Cased on location and people attractiveness, India is identified as 
strong contenders for the global ITES-BPO market and has made a 
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substantive presence in the international marl<et. India has attained high 
growth in the sector mainly due to cost advantage, large pool of English 
speaking people and its geographical location. FDI has started to bite the 
Indian Information Technology industry in its full swing since economic 
liberalization. Indian IT industry has attracted inflows of FDI to the tune of US$ 
218 million, which accounts for 6.58 percent share in the total FDI inflows in 
India during 2003-04. 
The revenue earnings of sampled six big bosses of Indian IT industry 
namely TCS, Wipro, Satyam, HCL Technologies, Pentasoft and l-Flex 
Solution were Rs. 20138.61 crore in 2003-04. Tata Consultancy Services 
(TCS) becomes the largest Indian IT Company after acquiring government 
owned CMC Limited. Total net profit earnings and export revenue earnings of 
these companies stood at Rs. 4740.04 crore and Rs. 14579.57 crore 
respectively in 2003-04. There is a large demand of the most sophisticated 
software products and solution developed and designed by these companies 
at the international market. 
Infosys Technologies Limited is one of the leading Indian software 
companies engaged in effective business of IT services in Internet technology 
product development, engineering product design and data management. It 
was incorporated in 1981 as a private company and later became a public 
company in 1993. In the financial year 2003-04, the total revenue of this 
Company stood at Rs. 4760.89 crore and the Profit After Tax (PAT) was Rs. 
1243.47 crore. The share of exports earnings of Infosys registered 74.43 
percent of its total earnings and foreign exchange inflows stood at Rs. 
4532.56 crore in 2003-04. Infosys has the credit of successfully capturing the 
global market by providing quality IT services. 
Besides some constraints confronted with by the Indian IT industry, 
such as, weaker economic conditions of Indian people, low standard of 
infrastructure, underdeveloped domestic IT Market, inadequate cyber law, 
high rate of software piracy, language barriers etc; the Indian IT Industry in 
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general and Infosys in particular are yet glorified in terms of vast potentials in 
global and domestic markets both, availability of cheap but highly skilled 
labour and qualified and efficient IT professionals. Indian IT Industry has 
galore business opportunities to reach its zenith of success, however it needs 
some more government's arm candy in terms of high investment in R&D, 
infrastructure and adequate cyber laws as par global standard. 
From the application of statistical tools for testing of hypotheses, it is 
inferred that the export revenue from IT industry is significantly contributing 
towards the growth of India's total exports during the study period. FDI inflows 
in Indian IT industry is functionally related with the total FDI inflows in India. 
The total revenue of Indian IT industry is statistically related to the exports 
revenue of Indian IT industry. The study reveals that the exports revenue of 
the Indian IT industry is significantly contributing to total revenue of the 
industry. Analysis further brings forth that most of the revenue of the Indian IT 
industry is dependent on the revenue from the software. 
The six select Indian IT companies are found to be the major 
contributors in the total revenue and exports revenue of the Indian IT industry 
for the period under reference. The domestic revenue of Indian IT industry 
and domestic revenue from software are statistically significant. Domestic 
revenue from the hardware is also significantly contributing to the growth of 
the total revenue of India IT industry. ITES-BPO is also responsible for the 
growth of Indian IT industry. However, exports revenue from software is the 
biggest contributor towards the total revenue of Indian IT industry. Exports 
revenue from hardware is also gaining momentum. The exports revenue from 
ITES-BPO is also fairly contributing towards the development of the Indian IT 
industry. 
Infosys Technologies Limited, which has been undertaken as a case 
study, is found to be positively contributing towards the growth of Indian IT 
industry in terms of total revenue and exports revenue. However, the 
employment situation of Infosys is not found statistically significance. Further 
10 
Abstract 
more, the performance of Infosys is better than the six selected Indian IT 
companies in terms of Net Profit Ratio, Return on Capital Employed and 
Current Ratio for the reviewed period. 
Indian Information Technology Industry is a boon of liberalization and 
globalization, which is fast shaping the destiny of global economy. Indian IT 
Industry is a white hope for the Indian economy. Indian software sector of IT 
Industry has proved its hallmark at the global market. Indian soil has become 
the world supplier of high quality and efficient IT professional at a competitive 
cost. 
Although Indian IT Industry is performing well in all the spheres of its 
operations, still there is wide scope for improvements in the financial and 
physical performance of the IT Industry. Further improvement can be 
achieved with the help of successful implementation of the following 
suggestions. 
There is an urgent need for enhancing total contribution of IT industry 
in the GDP of the country. In order to increase the share of IT industry in 
GDP, concrete initiatives from the corporate world and government in the form 
of new market exploration, new product development and standardized 
infrastructural facilities are needed. Hardware sector of IT Industry is still in its 
infancy, which requires concessions and relaxation in order to make it 
commercial, viable and competitive. Government should come forward to 
grant various types of incentives to this sector, especially tax holidays, 
subsidies, loan and advances at a concessional rate so that it can face global 
competition from the imported hardware. 
Seven IT companies under the study are sharing major chunk of the 
market shares in terms of revenue, exports and employment. There are 
numerous small enterprises budding in the IT industry, but mostly they are out 
of the preview of organized sector. As a result, these small but important 
players are not able to derive benefits from major scheme of the government. 
There is an immediate need to organize these small enterprises so that they 
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can sustain and survive the competition from the companies from China, 
Philippines and other fast growing IT countries. Small business houses should 
try to form big organization by merging their small business ventures with 
other suitable entities. It will enhance their productivity as well bargaining 
capacity. 
Infosys has attained a fast growth and it should try to maintain this fast 
track of growth. There is need for developing new product and diversify its 
existing line of products. Mostly Indian companies are engaged in the 
production of front office related product, such as, pay roll muster etc. Infosys 
should make an endeavour to pool its resources in order to develop more 
attractive products besides the traditional products. 
Indian IT industry has been found to be gradually losing its cost 
advantages and other countries like Ireland, Malaysia, South Africa, 
Philippines and China are coming up with the cheap products and services. In 
order to maintain its cost advantage every effort should be made to increase 
productivity and efficiency. Current ratio of Infosys seems quit high, company 
management can take prudent decision to reduce ratio and the excess 
amount invested in current assets can be judiciously employed in more 
profitable fixed assets especially in R&D area. Hardware prices in India are 
quite high and it takes about one year worth of PCI to buy a PC in India. 
There is a need to lower duties like custom duty, VAT and other local taxes, 
which contribute 30-40 percent of assembled hardware process. This can 
spread PC penetration rate in India. 
Due to distorted tariff structure, poor infrastructure, high cost of finance 
and stiff competition from TNCs, IT hardware production is facing high degree 
of threats. This would require a comprehensive packages of measures, both 
short term and long term and world class products to be made available at 
competitive prices, providing standard class of infrastructure and easy 
financing system by commercial banks. As recommended by the Working 
Group on IT of Planning Commission, the creation of an Electronic 
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Component Development Fund with Rs. 100 crore, should be established as 
early as possible and loan should be provided to credible entrepreneurs at 
subsidized rate of interest. Special incentives should be given for IT 
manpower to cultivate other languages like Korean, Chinese, Japanese, 
German, Russian and French. There should be more promotional schemes 
via organizing lectures, demonstrations and exhibitions in different countries 
by Cll, FICCI, Nasscom as well as Ministry of Information Technology, the 
Government of India in order to explore new markets. 
The Government is found to have failed to provide uninterrupted power 
supply and high linkage transportation facilities. Government should give 
more attention on upgrading the infrastructure at global level. There is 
necessity of establishing more Indian Institutes of Information Technology, 
REC and computer centers to train the IT professionals. It will help to remove 
the imbalance equation of demand and supply of IT professionals. This 
requires an urgent attention of the Ministry of Information Technology as well 
as the Ministry of Human Resource Development. To revoke the brain drain in 
this knowledge economy, there is a need to provide handsome packages of 
salary, perks and incentives to IT professionals in India. However, increased 
payment of salary may adversely affect the cost competitive advantage 
enjoyed by India so due attention should be paid while deciding new salary 
packages. Low level of R&D investment defines major constraints for software 
and services sector. This has resulted in missed opportunities for the 
development of indigenous technologies and software products. Government 
should change its strategic policy regarding R&D and should increase the 
share of R&D in its budget outlays. 
India's fast growing software industry is becoming a victim of its own 
success. In the past years, Indian IT companies have been subjected to 
unprecedented harassment by immigration authorities in Europe, Asia and 
USA. Following are the recommendations in this regard: 
a. Simplification of the sanctioning visa within short time. 
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b. Reduce the documentation needs within the security frannework for 
IT professionals. 
c. Avoid double taxation and social security taxes through bilateral 
arrangement. 
d. Issue separate 'Professional Services' visa for IT professionals with 
minimal restriction of movement across European Union. 
The Government should pay more attention and assistance to 
researchers who are working on the development of Information Technology. 
It will be helpful to identify the basic problems in the path of grov\rth and 
development of IT and beside this it will also assist to recognize new future 
opportunities for Indian IT industry. The Nasscom and Ministry of Information 
Technology, Government of India can successfully implement the policies and 
strategies related to assistance to researchers. Piracy of software in India is 
the rule rather than the exception. This has affected producers negatively both 
directly and indirectly. There is alarming need to make toughest cyber laws 
and adopt and implement Anti-Piracy law strongly. Indian civil aviation policy 
should be reviewed. Government should allow international flights from some 
more cities in India especially for US, Australia and Ireland. It will remove the 
transportation barrier in the way of growth of IT industry. The IT related 
courses should be started and made compulsory from the junior level 
education in the country even in schools run by local bodies. In order to 
reduce the illiterate population in India, presently, which stood at 35 percent of 
the total population, there is a need to start more e-learning and online 
education programmes. It has two way positive effect, one to increase the 
literacy rate and second to increase the penetration of computer networking in 
India. 
In order to increase PC penetration, the government should come up 
with new schemes, which should focus upon organizations, researchers, 
teachers and students to purchase computers at subsidized prices in easy 
installments. It is vital to create a strong local market. There are strategic 
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reasons for focusing initially at the domestic market to develop experience 
and capabilities before becoming a super power at international market. The 
Government Policy of IT for all by 2008 "requires a new momentum. 
Ambitious target likes Two PC for every department is meaningless if these 
department officials are not trained to operate their computers. The 
Government should start compulsory orientation classes, training and 
workshop to all government officials. 
Government departments should spend 3 percent of the budget on IT 
development to initiate Simple, Moral, Accountable, Responsive and 
Transparent (SMART) governance. Promotion of software in Indian languages 
is also required to increase IT penetration in domestic markets. There is an 
urgent need of updating the syllabi of computer engineering, electronic and IT 
in various technical and management institutes to fall in line with the global 
industry's requirements. It is essential to create confidence in our own people 
so that they can use the network with absolute faith for commerce, 
communication, entertainment and software development. So information 
sharing through the internet requires some strong measures to prevent 
prowlers from taking away the digital assets. 
Vidya Vahini and Gyan Vahini programmes to provide connectivity and 
IT infrastructure to schools and higher learning institutions should be spread 
all over the country. Presently these projects are running only in seven 
districts of the India. Government should establish more Community 
Information Centers (CICs) to provide connectivity at the block level for 
accelerating socio-economic development. There are only 487 centers at 
block level mainly in North-Eastern states. There is urgent need to launch 
these projects in bigger states especially in Uttar Pradesh, Madhya Pradesh 
and Rajasthan. 
The State Government should establish one 'Internet Cafe' on per five 
villages to make rural population familiar to this magic technology. There is 
also a need to set up 'Public Internet Cafe' in urban areas to beat high rate 
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charged by private cafe operator. Wi-Fi technology should be installed to 
increase the speed of data transfer. Presently, India is using UAI OFC as 
conripare to UAIW OFC in US. 
In order to tackle the stress issue in Indian BPO, it is essential to 
provide ennployees the freedom to choose flexi-time, employees Orientation 
Programme (EOPs) and Reward and Recognition Programme (R&R). More 
Software and Hardware Technology Parks need be established for the 
development of new products and more export Processing Zones (EPZs) are 
needed to increase the exports. Each state should establish a Silicon city like 
Bangalore. This will be helpful to create more opportunities in each state. 
Cybrabad in Hydrabad is one such example. 
Indian IT companies should pay attention to set up Research and 
Department centers, which are needed to stay in competition by rapid 
technological advancement and to maintain their monopoly in the global 
market specially in the field of software, so that they can create a niche for 
their hardware. Government should also liberalize the laws related to issue of 
ADRs and GDRs because it is an important source of capital for Indian 
companies from the foreign market. Infosys should set up some development 
centers in north India, it will remove the geographical disparities among the 
regions, and it should also start some philanthropic activities in these areas. 
The present study was devoted to appraise the physical and financial 
performance of Indian IT industry with special reference to Infosys since 
economic liberalization. The researcher feels that there is always a room for 
further researches in specific thematic research sphere. For the purpose of 
the study six IT companies were selected as sample based on their revenue 
generation capacity, which accounted for 22 percent of total revenue of IT 
industry by 2004. It is felt that a research programme can be undertaken by 
adding some more medium sized IT companies to delve deeper into the 
problems faced by IT industry. The study may also be undertaken for 
productivity performance in terms of labour productivity and capital 
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productivity of Indian IT industry. A full-fledged research programmes may 
also be ventured in the different aspects of ITES-BPOs and KPOs, which are 
currently, considered backbone of Indian IT industry. 
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The service sector is iricreasingly accounting for a dominant share of 
the national output in the developed as well as the developing countries. 
Information, in fact, is the requisite raw input of knowledge in all its 
manifestations to service sector. The Twentieth Century has witnessed the 
most breath- taking development in science and technology. First revolution 
in the field of communication and technology was globally referred to as 
"Information Technology Revolution". The impact of Information Technology 
on the economy has been so pervasive and momentous that it is characterized 
as a second industrial revolution. Thus, the Information Technolog}' (IT) has 
become the cardinal determinant of the progress of nations, communities and 
individuals. Information Technology is hence quoted as "a magical 
technology, which combines the skillful hand with the reasoning mind". 
Information Technology in today's business ambience is the fastest growing 
industry in the world and is poised to become the largest global industry. No 
other industry has had such a profound influence on the government 
attention and the business, with the exception of perhaps the defence 
industry. Whether it be flying an aircraft faster and better, or getting 
accounting software to take care of the drudgery of repetitive work, IT has 
changed the way we live. The pervasive influence of IT is so strong that no 
sphere of human life is left untouched, to make a niche for itself. The new 
economy is thus creating high quality employment. It is reshaping the job 
market. Among the entire sectors at international level. Information 
Technology is millennium's most sougHt after industry and holds prominent 
promises to proliferate in the modern business era and Indian IT Industry is 
no exception to this unique phenomenon. 
The present study on performance appraisal of Indian IT Industry with 
a case study of Infosys Technologies Limited has petered out that the Indian 
IT industry is amongst the fastest growing industries in the country. The IT 
professionals are working in all major markets around the world. Indian 
technology products and solutions are accepted globally. The new 
millennium has although begun with turbulence, tragedy, terrorism, and 
murder of some Christians and Gujarat genocide in India, yet the Indian IT 
software and services industry has weathered this storm well. It is indeed 
creditable that the IT software and services industry in India has reasonably 
continued its robust growth. It is a matter of encouragement to note that the 
Indian software sector has truly symbolized India's forte in the knowledge-
based economy. High skilled human resources coupled with low wage 
structure and world-class quality has transformed India into a global 
powerhouse in the Information Technology including software services and 
solutions sector. 
The opening up of the Indian economy and entry of global brands 
caught the Indian IT industry off the guard. India was under -prepared for the 
global competition for PCs on the one hand with a massive squeeze from an 
ever-increasing gray market at a very cheap price points on the other. While a 
lot of focus and attentions were given to promote software exports, hardware 
manufacturing biecame a neglected area. Despite all these, India is one of the 
fastest growing hardware markets in the world today. In the backdrop of 
WTO-ITA stipulation for elimination of duties on all IT products, there is a 
crying need to discover the future of Indian hardware sector and integrating it 
with the global value added chain through an all round development 
strategy. In countries like China and Taiwan, the domestic IT Hardware 
market helps to create the hardware export hubs and legislation encourages 
manufacturing within the country. China has emerged as the third largest 
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hardware manufacturer after the US and Japan. Taiwan, Korea, Malaysia and 
China together account for 20 percent of global IT hardware products. 
Other than the growing software market, the country is also becoming 
a major base for Information Technology Enabled Services (ITES) and 
Business Process Outsourcing (BPO). Based on location and people's 
attractiveness, India is identified as strong contenders for the global ITES-BPO 
market making its presence felt in the international market. India has 
surpassed other competitors in terms of employment generation, number of 
companies outsourcing ITES-BPO as well as spectrum of verticals and 
services lines. India has witnessed rapid growth due to its low cost 
advantages and emerged as a new leader especially in traditional services, 
such as, call centers, back office processing. Business Process Outsourcing etc. 
Ireland and China are posing the strongest competition to India denting 
India's supremacy in the medium and long term. Only China, Ireland and 
Philippines, other than India, have sizeable, low cost talent pools, which could 
meet the quest for global ITES-BPO manpower needs. Other countries like 
Malaysia, Caribbean, South Africa, Hong Kong etc. have also seen some ITES-
BPO activity. However, the small size of their talent pools and lack of 
reference customers severely constraints their ability to emerge as a hub. 
During 1991, the government of India announced income tax 
exemption from profits of software exports and later reduced import duty on 
computer software from a high of 114 percent to nil. Intellectual Property 
Rights (IPRs) of computer software is covered under Indian Copyright Act, 
which is one of the toughest in the world. India became the 12* nation in the 
world to adopt a cyber law regime during 2000 by bringing out a 
comprehensive draft on Iriformation Technology Act. The IT industry has 
contributed 3.82 percent share in India's GDP and its size has reached US$ 
21.5 billion during 2003-04. This industry has corroborated its prowess at 
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international market too. The export market is a major contributor to India's 
IT industry with 64 percent earnings of the total market. The large share of 
software exports went to North America with USA and Canada sharing a 
major chunk of 59.0 percent of total exports in 2003-04. Software sector has 
contributed 2.64 percent in the India's GDP and 21.3 percent in Country's 
export during 2003-04. The inflow of Foreign Direct Investment is a flavor of 
liberalization for globalization of Indian economy. FDI has started to bite the 
Indian Infornaation Technology industry in its full swing since economic 
liberalization. Indian IT industry has attracted inflow of FDI to the tune of 
US$ 218 million registering 6.58 percent share in the total inflows during 2003-
04. 
Infosys Technologies Limited is one of the leading software companies 
engaged in effective business of IT services in Internet technology, product 
development, engineering product design and data management. It was 
incorporated in 1981 as a private company and later it became a public 
company in 1993. This industry has been found to have performed 
splendidly. In the financial year 2003-04, the total revenue generation by 
Infosys accounted for Rs. 4760.89 crore and the Profit After Tax (PAT) 
recorded Rs. 1243.47 crore. 
The Indian IT Industry has galore vistas of investment opportunities to 
reach its zenith in global business arena. However, it needs some more 
government's arm candy in terms of high investment in R&D and 
infrastructure as par global standard besides adequate enabling cyber laws. 
Pre-view of Chapters 
The thesis contains seven chapters along with a comprehensive 
bibliography and annexures. Chapter first is devoted to design the research 
methodology and to prepare the framework for the study. It also provides a 
comprehensive review of literature on the subject matter besides the 
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statement of problems, scope, objectives and hypotheses of the study. Chapter 
second provides at length insight into the business environment of the IT 
industry. This chapter goes deep into the background of economic 
liberalization and globalization and emerging business ambience for the 
Indian IT industry and its niche in the global IT market. Chapter third is the 
threadbare and critical discussion on the financial as well as physical 
performance of Indian IT industry. It gives a synoptic view with regard to 
performance of IT industry in terms of total revenue earrungs, export 
earnings, employment generation etc. In order to substantiate the formulated 
hypotheses, six sample IT companies have been selected for appraisal of 
physical and financial performance since economic liberalization. The basis of 
selection of these companies is the size of revenue generated by them, which 
accounts for 22 percent approximately of the total revenue of Indian IT 
industry. Chapter fourth is devoted to examine and appraise critically the 
performance of one of the flagship Indian IT companies i.e., Infosys 
Technology Limited. Chapter fifth presents study pertaining to testing of 
hypotheses based on application of relevant and pertinent statistical tools, 
such as, mean, standard deviation, coefficient of variance, t-test, R-square and 
F ratio to arrive at the findings of the study. Strategies have been suggested 
based on findings for sustained growth and development of Indian IT 
industry in global business arena. Chapter six comes up with the constraints 
and prospects of Indian IT industry keeping in view the rapid changing 
global IT business milieu. Chapter seventh sums up the study with the 
findings and the suitable suggestions to resolve the complex constraints and 
problems of IT industry and come out with the strategies for accelerated 




The sovice sector is increasingly accounting for a dominant share of 
tiie national ou^ut in the developed as well as the developing countnes. 
biforma^n, in fact, is tite requisite raw input of knowled^ in all its 
manifestations to service sector. The Twentieth Century has witnessed the 
most breathr taking devdopment in science and technology. First revolution 
in the field of ccHnmunication and technology was globally referred to as 
"Information Technology Revolution". The impsxA of Information Technology 
on the economy has been so pervasive and momentous that it is characterized 
as a second industrial revolution Thus, the Information Technology (FT) has 
beccane tiie cardi^ determinant of the pn^ress of nations, communities and 
indimduais. Infrnmation Technology is hence quoted as "a. magical 
technology, which comtnnes the skillful hand with tiie reasoning mind". 
Information Technology in today's business ambience is tiie fastest growing 
industry in the world and is poised to become the largest global industry. No 
ottier indu^zy has had such a profound influence on the government 
attrition and fbe busings, with the exception of pohaps the defence 
iiKlustry. Wheflier it be flying an aircraft faster and better, or getting 
accountii^ software to take care of the drudgeiy of rep^tive work, IT has 
dialled flie way we live The pervasive infhience <rf IT is so strong that no 
SfivsK of htnnan life is left untouched, to make a nidie for itself. The new 
economy is flius cheating hig|i quality employment It is reshaping the job 
market Among the entire sectors at intranational level. Information 
Technology is millennium's most sought after industry and holds prominoit 
promises to prolifo-ate in the modem business era. Indian IT Industry is 
incontrovertibly no exception to this unique phenomenon. 
The present study on perfonnance appraisal of Indian IT Industry with 
a case study of Inf osys Technologies Limited has petered out that the Indian 
n industry is amongst the ^test growing industries in tiie country. The IT 
professionals are woil^ig in all major markets around the worid. Indian 
technolo^ products and solutions are accq>ted globally. The new 
millennium has although begun with turbulence, tragedy, terrorism, and 
mxuder of some Christians and Gujarat genocide in India, yet tiie Indian IT 
software and service industry has weatha^ed this storm wdL It is indeed 
creditable titat tiie IT software and services industry in India has reasonably 
continued its robust growth. It is a matter of encouragement to note Ihat the 
Indian software sector has truly s)nnbolized India's forte in the knowledge-
based economy. Hig^ dolled human resources coupled with low wage 
structure and world-dass quality has transformed India into a global 
pbwoiiouse in the Infonnation Technology including software services and 
solutions sector. 
The opening up of the Indian economy and entry of global brands 
cau^t tiie Indian TT industry off the guard. India was under -prepared for the 
gjiobal competition for PCs on the one hand , and with a massive squeeze 
from an ever-mcreasing gray market at a very ch^p price points on the other. 
While a lot of focus and attentions were given to promote software e}q>orts, 
hardware manufactuiing became a neglected area. Despite all these, India is 
one of the fastest growing hardware maikets in the worid today. In the 
backdrop of WTO-IT A stipulation for elimination of duties on alllT products, 
tiiere is a crying need to discover the future of Indian hardware sector and 
integrating it witii tiie global value added chain thro i^ an all round 
development strategy. In countries like China and Taiwan, tiie domestic IT 
Hardware market helps to create the hardware export hubs and legislation 
encourages manufacturing within tiie country. China has emerged as the 
third lai^est hardware manufacturer after the US and Japan. Taiwan, Koiea, 
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Malaysia and Qiina together account for 20 percent of global IT hardware 
products. 
Odier tiiMi the growing software mark^ idx country is also becoming 
a major base for Information Technology Enabled Services (TTES) and 
Bu^n^s Proems Dutsouidng' (BPO). Based on location and people's 
attractiveness/ bidia is identified as strong contenders for the global ITES-6PO 
mjuttet making its presence felt in the international market India has 
surpa^ed o^ier <xiiif|eiifois in ^ m s of employment generation, nimiber of 
compianies outsourcing ITES-BPO as well s& spectrum of voticals and 
services lines. India has witnessed rapid g^wtti due to its low cost 
advantages ^nd emerged as a new leader eq>ecially in traditional services, 
such as, call ceoief^  hack <Mce processing. Business Proce^ Outsourcing etc. 
Inland and China are poai^ the stroi^est cdnpetition to India denting 
India's supreoiac^ in the medium and long tEsm. Only China, Ireland and 
Philippines^ oUvSt dian India, have azeable, low cost talent pools, which could 
meet the quest for gilobal ITES-BPO manpower needs. Other countries like 
Malaysia, Caribbean, South Africa, Hong Kong etc. have also seen some ITES-
BPO activity. However, the small size of their tal^it pools and lack of 
reference customos %verdy constraint their ability to emeige as a hub. 
During 1991, the government of India announced income tax 
exemption fttan profits of software exports and later reduced import duty on 
€00^10" software from a hig^ of 114 percent to rol. Intellectual Property 
Rig^ (IPRs) of computer software is covered under Indian Copyri^t Act 
which is one of the toug^test in the world.-India became the 12*^  nation in the 
world to adqpt a cyber law regime during 2000 by bringing out a 
a>nqn^ensive draft on Information Tedmolo^ Act The IT industry has 
contributed 3.82 percent share in India's GDP and its size has reached US$ 
21.5 billion during 2003-04. This industry has corroborated its prowess at 
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intranational market too. The export market is a major contributor to India's 
rr industry with 64 percent earnings of the total market The large share of 
softvsrare exports went to Nordi America with USA and Canada sharing a 
majcH- chunk of 59.0 percent of total ©(ports in 2003-04. Software sector has 
contributed 2.64 percent in the India's GDP and 21.3 percent in Country's 
exp(Ht during 2003-04. The inflow of Foreign Direct Investment is a flavor of 
liberalization for globalization of Indian economy. FDI has started to bite the 
Indium Information Tedmology industry in its full swing sinc^ economic 
liberalization. Indian IT industry has attracted inflow of FDI to fhe tune of 
U ^ 218 million n^isiering 6.58 percent share in title total inflows during 2003-
04. 
Infosys Technologies limited is one ctf the leading software companies 
ei^^ed in elective business of IT services in Internet technology, product 
devdopment ei^ineedng product design and data management It was 
incorporated in 1981 as a private company and later it became a publk 
company in 1993. This industry has been found to have performed 
splendidly. In iiie finandal year 2003-04, Ute total revenue generation by 
Infosys accounted for Rs. 4760.89 crore and the Profit After Tax (PAT) 
recorded Rs. 1243.^ crore. 
Rraeaidi Gap j»id Scope of the Study 
The Indian IT Industry has galore vistas of investment opportunities to 
readi its z^uth in global Inisiness arraia. However, it needs some more 
government's mm candy in terms of hig^ investmaiit in R&D and 
infrastructure as par global standard besides adequate enabling cyber laM .^ 
Information technolo^ in the nineti^ had significant growth around tiie 
world and in particular in India. IT has become a potent force in transforming 
social, economic and political life globally and without its incorporation it is 
difficult for countries or regions to develop if not to survive. IT Industry in 
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India is flouii^uz^ at an accderated rate and it is assumed that soon India 
will be a global IT superpower and flagship bearer in global IT industry. From 
the forgoing review of die studies on different aspects of IT industry, it peters 
out diat tiiere are deaitiis of studies focusing on the perfonnanoe evaluation 
of IT industry in the post liberalization period. 
This study is si^iificant in terms of its scope, which encompasses die 
relevant aspects of p^formance evaluation of Indian IT industry in general, 
aiKl Infosys in particular in die post- liberalization period (1991-2004) when 
many of the Indian IT firms were established and the government also 
embarked upon bringing out concrete plans and policies for the overall 
growdt and development IT industry. The universally recognized parameters 
of performance evaluation are used to evaluate the performance of Indian IT 
industiy and bifos^. Physical and financial performances are mainly taken 
into consideration. It is an endeavor to make a holistic study of Indian IT 
industry by applying statistical tools to calibrate as to how Indian IT industry 
incorporated the attnbutes of global competitiveness. Infosys Technologies 
Limited is one of the cynosures of IT sector in India hence, a case study is 
undertaken to a^ess the performance of this company. 
Objectives (rf the Study 
The study has pursued die following objectives: 
• To evaluate performance.of Indian IT Industry in terms of total 
revenue from domestic and international market of software, hardware 
and ITES-BPO since the advent of economic liberalization. 
• To assess the trends of FDI inflows in the software and hardware 
segments of the Indian IT industiy. 
• To analyze the position of employment goi^ation by Indian IT 
industry in general and Infosys in particular. 
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• To measure the physical perforaiance of Infosys Technologies Limited 
in tenns of total revenue, revenue 6x)m exports as well as domestic 
mailQet and f ordgn exchange earnings. 
• To evaluate the financial performance of Infosys Technologies Limited 
in tams of NPR, DER, CR, ROCE, EPS, DPS and EVA. 
• To analy2se the poUcy implications with r^ard to Indian IT Industry as 
wdtt as Infosys 
• And finally/ to come out with suggestions for Indian IT industry to 
sustain and maintain die global leada^p in the IT Industry. 
Pte^iew of Chafers 
The the^ contains seven chapters along with a con^rehensive 
hitdiography and annexures. Chapter first is devoted to design the researdi 
methodology and to pr^are the framework for tl^ study. It also provides a 
compr^ensiye review of lito-ature on the subject matter b ^ d ^ the 
statement of problems, scope, objectives and hypotheses of the study. Chapter 
second provides at lengdi insight into the business environment of the IT 
industry. This chapter goes deep into the b^kgix>und of economic 
libendization and ^obalization and emo'gii^ busii^ss ambience for the 
Indian IT industry and its niche in the global IT market Chapt^ third is the 
tiireadbase and critical discussion on the pefoimanioe of Indian IT industry. It 
gives a synoptic view witii regard to performance of IT industry in terms of 
total revenue eamii^, export earnings, employment generation etc. Chapter 
fourth is devoted to examine and appraise critically tiie performance of one of 
ttie flagship Indian IT companies i.e., Infosys Technology Limited. Chapter 
fifdi presents study pertaining to testing of hypotheses based on application 
of rdevant and pertinent statistical tools, such as, mean, standard deviation. 
coeffideit of variance/ t-test, R-square and F ratio to arrive at the findings of 
die stody. Stiategtes have been su^ested based cm imdings for sustained 
ffx^wiii and dervdc^m^nt of Indian IT industry in global bu^ness arena. 
Chapter six comes up wilh the constraints and prospects of Indian IT industry 
keeping in vieiv tte rapid chaining global IT busane^ milieu. Chapter 
sevest^ sums up the study with tiie findings. The study further goes to offer 
the soitabte su^estiom to resolve diecon^lex constraints and problem of IT 
indu^ty. It also cosnes out with the strategies for accelerated growth and 
develo|)ment of IT industry with stalnlity and glot^ ccnnpetitiveness. 
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Introductory Framework, Review of Literature and 
Methodology of The Study 
1. Introduction 
The service sector is increasingly accounting for a dominant share of 
the national output in the developed as well as the developing countries. The 
Twentieth Century has witnessed the most breath-taking development in 
science and technology, concern for human development and quality of life. 
First revolution in the field of communication and technology was globally 
referred to as "Information Technology Revolution". The impact of 
Information Technology on the economy has been so pervasive and 
momentous that it is characterized as a second industrial revolution. Thus, the 
Information Technology (IT) has become the chief determinant of the 
progress of nations, communities and individuals. In the current phase of 
globalization, technology determines the international competitiveness. The 
famous economist Dr. Solo in his research paper (1957) revealed that 90 per 
cent increase in per capita output of USA during 1909-1949 was because of the 
technical change, manifesting the strong linkage existing between 
technological advancement and consequent improved quality of life of the 
people.! Information Technology is hence quoted as "a magical technology, 
which combines the skillful hand with the reasoning mind.^Information 
Technology in today's business ambience is the fastest growing industry in 
the world and is poised to become the large global industry. No other 
industry has had such a profound influence on government attention and 
business, with the exception of perhaps the defense industry. Whether it be 
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flying on aircraft faster and better, or getting an accoxinting software to take 
care of the drudgery of repetitive work, IT has changed the way we Uve.^  
Information technology for some times was used as synonymous to 
computer. But with the rapid advancement in various information delivery 
systems such as Radio, T.V. Telephone, Newspaper, fax and of course 
computer and computer network, information technology refers to the entire 
gamut of media and devices used to transmit and process information for use 
by various target groups in the society. IT has therefore, been rightly termed 
as Information and communication Revolution. With the advancement in IT, 
information is being regarded as the fourth factor of production along with 
the land, labour and capital. Information has, therefore, become an important 
and distinct input in production. Thus along with three sector model of 
primary, secondary and tertiary industries, a fourth sector information 
industry has emerged. According to Low (2000), "The activities of generating, 
processing, transmitting, disseminating, storing, archiving and retrieving 
information constitute information Industry". Because of its very high 
positive impact on employment, wages, labour skills, productivity and 
research-all contributing to the economic growth of the country. IT is now 
treated as the "Strategic Industry" .^  
In the knowledge economy, the raw material that matters is intellectual 
rather than physical. The knowledge economy implies shift in the 
geographical center from raw material and capital equipment to information 
and knowledge, especially in education and research centers and man-made 
brain industries. This new economy depicts the automation of labour-
intensive manufacturing of service activities as well as growth in new service 
industries such as health care, e-leaming, software production and 
multimedia entertainment.SThe pervasive influence of IT is so strong that 
there is no sphere of human life in which it is not able to make a niche for 
(3) 
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itself. The new economy is thus creating high quality employment. It is 
reshaping the job market. Among the entire sectors at international level. 
Information Technology is millennium's most sought after industry and holds 
paremount promises to proliferate in the modem era. India knows that 
International trade can make her fulfill the promise of accomplishing the 
projection of India vision-2020 and information technology is cardinal in 
making this dream a reality .^  
The status quo at India's IT in the world is quite impressive and reveals 
that one company i.e. Infosys Technologies Limited has become the flag 
bearer in this sector. Infosys provides consulting and IT services to clients 
globally. It provides solutions for a dynamic envirorunent where business and 
technology converge. Infosys works with large global corporations and new 
generation technology companies to build new products or services and to 
implement prudent business and technology strategies in today's dynamic 
digital environment. It has been witnessed that the phenomenal escalation of 
IT at global scenario, Infosys growth is quite remarkable and has wiped out 
the false perception that 'no Indian company can became global'. The size of 
Infosys is a role model not only for those Indian compaiues entering in IT 
sector but also for other sectors.^ 
Evaluation of performance is widely used in society, parents evaluate 
their children, teachers evaluate their students whereas owners evaluate their 
organizations. In simple term, performance evaluation may be understood as 
the assessment of an organization's performance in a systematic maimer.^ 
Normally, the performance evaluation of any commercial undertaking is done 
with reference to its financial performance in terms of profitability and other 
related aspects.^ But in the case of Information Technology Industry, the 
traditional method of evaluation with reference to profitability alone is 
inadequate in view of socio-economic objectives and other responsibilities 
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cast upon them. Physical performance evaluation is an important yardstick in 
gauging the performance of the industry. Taking into account the fact that IT 
Industry has to discharge a number of other socio-economic obligations, the 
performance of IT is being measured in terms of revenue earnings, foreign 
exchange through exports, employment generation and production under 
physical performance, w^hereas earnings per share. Net Profit, divided per 
share, debt-equity ratio, return on capital employed and return on net worth 
come under the roof of financial performance.^^ 
2. Statement of the Problems 
The advent of Information Technology Industry in the Indian economy 
has allotted berths to a number of noteworthy problems, which are briefly 
discussed as under: 
It is incontrovertibly acknowledged fact that IT industry in India 
especially since the advent of New Economic Policy has transformed the 
Indian economy to service oriented economy. It is the IT sector, which has 
phenomenally grown contributing largely to the kitty of economy. 
Nevertheless, there is a lurking fear that IT revolution has brought 
unemployment among the unskilled. On the contrary, it has created 
employment among skilled and semi skilled. 
In India, the domestic IT market is still under developed on account of 
the rural population being uneducated. However, the emphasis of 
government to make domestic IT are pervasive in rural areas in terms of 
providing computers to the local government departments as well as schools 
and colleges. The role of software Indian IT comparues is very important in 
creating the supporting auxiliary infrastructure in terms of computer 
education in their multifarious uses. 
(5) 
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{Ay Literature Review on Varied Aspects of Performance Evaluation 
Manuj, Hemant Kumari (1993) in his Ph.D thesis entitled "An Evaluation of the 
Statistical Properties of Financial Ratios", describes that the financial ratios are used 
for a wide variety of purposes, including performance evaluation of firms, prediction 
of corporate events, and model building, etc. The usage of financial ratios, as a 
matter of fact, is based on certain assumptions regarding their behavior and 
properties. Researchers, in the past, have emphasized the importance of the statistical 
properties of financial ratios and have also conducted some empirical studies to test 
the same. However, an empirical study in Indian conditions has been prominently 
lacking in the area of statistical properties of financial ratios. ^ 
The study has very successfully come out with certain general results, 
applicable to the financial ratios in the Indian conditions, which may serve as a broad 
guide to the users of financial ratios. The application of financial ratios in developing 
of a sickness prediction model was done, taking into account the statistical properties 
of the ratios. Finally, it may be pointed out that the present study has concentrated 
on certain specific aspects of the properties of financial ratios and thus it appears to 
be of great help to the researchers, analysts, practitioners, etc. in the usage of 
financial ratios. 
Hunt, Steven C.2(1995) in his research article titled, "A Review and Synthesis of 
Research in Performance Evaluation in Public Accounting" discribes that the 
performance evaluation process is important to virtually all organizations since an 
entity's success often largely depends on recognizing, retaining. A number of unique 
characteristics of the public accounting environment make it essential that the 
performance evaluation system be well-designed and monitored. Large CPA firms 
S~\ 
rate performance frequently. Generally an auditor is rated at the end of each 
engagement Performance evaluation is an important part of the firm's control 
system since it can be used to determine how firm goals are met Since performance 
evaluations are important determinants of rewards for achieving goals. Research into 
performance evaluation in public accounting may identify improvements that can 
M 
increase acceptance of the rating system. ^ 
This paper also provides a discussion of existing research in performance evaluation 
in public accounting.. In the model, performance evaluation is viewed as a process 
consisting of four steps. The first step is the search for and attention to relevant 
information. The second step is categorization (organization of information in 
memory). The third and fourth steps, tabulation for categorized data and finally, 
application of suitable statstical tools or accounting ratios, as p>er nature of the data 
and types of evaluation.However, most prior researches in accounting have looked at 
the last step in the performance evaluation process, as the final judgment ^ 
m 
Altiok, Tayfur3 (1996) in his book titled, "Performance Evaluation of Manufacturing 
System" pointed out that the past two decades have seen a great deal of research into 
the stochastic modeling of production, manufacturing, and inventory systems for the 
purpose of improving their performance. This book provides an introduction to these 
techniques covering exact approximate, and numerical techniques. The author has 
aimed to strike a balance between theoretical issues and the practical aspects of 
modeling manufacturing systems. It is based on operations research, using of varied 
statistical tools such as mean, C.V., S.D., and regression analysis to measure the 
performance appraisal of the concerned industry or firm. ^ 
5-n 
Prasantha, Uma, Pravat, Rajesh and K. Momaya^ (1998) in their research paper titled, 
"Competitiveness Evaluation in Context of Emerging Industries- A Case of BASF", 
reveals that the competitiveness evaluation is very important for any effort of 
enhancement. While considerable knowledge exits about evaluation in context of 
matured industries, dynamics of competitiveness in context of emerging industries 
still remain fuzzy. An attempt has been made in this paper to share findings from a 
research in this important area. M 
Emerging industries of future may provide best opportunities for growth and 
competitiveness for many firms and industries. Efforts are being made to look at 
competitiveness of large chemical firms by first identifying key successful factor 
(KSF) in traditional industries and emerging segments such as nonmaterial. 
Preliminary comparison of four large chemical firms indicates that BASF is more 
competitive by sales revenue, profits and foreign exchange earnings. Attempts have 
been made to evaluate competitiveness of these firms on select specific criteria 
related to nanotech. The focus of the paper is on the case of BASF that seems to have 
focused on nanotech. The criteria of competitiveness in nanotech have been 
identified and sources for comparable data have been explored. Performance of these 
firms on the specific criteria has been evaluated. 
i 
Meyer, Marshall W.s (2002) in his book titled, "Rethinking Performance 
Measurement Beyond the Balanced Scorecard", deliberates that the performance 
measurement is in an uproar. The collapse of the internet bubble, the bankruptcy of 
Enron, and the erosion of confidence in the accounting profession have placed the 
problem of measuring the performance of the firm and of other kinds of 
organizations squarely in the public arena. Enron's bankruptcy, in particular, is a 
watershed event. On the surface, it raises the issue of how a firm reporting pre- tax 
5 ' " ' 
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profits of $1.5 billion from the third quarter of 2000 through the third quarter of 2001 
could file for bankruptcy the next quarter. The answers proffered so far are the 
expected: sharp if not fraudulent financial practices, cozy relationships with auditors 
and their consulting arms, even cozier relationships with Wall Street Analysts, and 
directors so dazzled by Enron's growth and generous directors' fees that they failed 
to exercise proper fiduciary responsibility. 
But there remains an underlying problem so daunting that to raise it is almost 
heretical: can we accurately measure the performance of firms like Enron or, for that 
matter, any firm? Writer raises this question because the answer is not clear. For 
decades he has accepted that the performance of non-profit organizations like 
hospitals and universities is difficult to gauge. To be sure, performance measures for 
hospitals and universities abound (mortality/morbidity/acceptance/graduation 
rates, patient/student satisfaction, professional reputation), but most are un-




Until recently, firms have been privileged because the profit motive simplifies the 
measurements of their performance. Perhaps it once did. But no longer. As the 
Internet bubble, Enron, and the travail of the accounting profession have shown, 
metrics (e.g. pro forma earnings) and accounting practices (e.g. off-balance-sheet 
assets) now commonplace have obscured the performance of firms. But for managers 
simplicity has long since vanished. 
Metrick, Andrew^(2002) in his working paper of NBER titled, "Performance 
Evaluation in Financial Economics", explains that there are the key steps in 
performance evaluation (PE), a methodology central to the investigation of many 
questions in financial economics. The seminal PE study, uses the classic Capital 
Asset Pricing Model (CAPM) as its benchmark and analyzes mutual funds for the 
next 25 years, most PE studies followed this same strategy, hi the last ten years, 
though, researchers have developed many new models of benchmark returns and 
demonstrated their usefulness in PE studies of both investor performance and 
corporate finance, hi this article, author illustrates some of these diverse 
applications with recent examples from his own work and with studies of 
investment newsletters, insider trading, and corporate governance. He then 
discusses a new approach to PE that allows fresh insights into the canonical 
mutual-fund topic. Notwithstanding recent improvements in PE methodology, it is 
still very difficult to detect abnormal performance in most applications. Thus, 
standard statistical tests (regression analysis) often may fail to reject a null 
hypothesis of "no abnormal performance", even when the true abnormal 
performance is economically large. 
Innovations in PE methodology and applications to new problems are continuing at 
a rapid rate, hi recent years, researchers have extended PE methods in several 
directions, including adjustments for predictable variation in benchmark expected 
returns, development of benchmarks that correspond to complex investment 
strategies used by hedge funds, and methods more closely tied to theoretical 
models of asset prices. While it will never be possible to specify a single "correct" 
model of benchmark expected returns, recent research demonstrates how to 
explicitly add model-based error into PE. These methodological advances, when 
combined with the explosion of new data sources, will allow a fresh perspective on 
many topics in financial economics. 
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Sur, Dr.Debasish^ (2004) in his research article entitled, "Application of Selected 
Financial and Social Measures in Performance Evaluation- A Case Study" describes 
some relevant quantitative and qualitative parameters to measure the financial and 
social performance of the selected company Hindustan Lever Limited (HLL). 
Author of the article also reveals that the most of firms and industry tests only 
financial performance to know the status of the enterprise, but it never should be 
the sole criteria to judge its status. There is very essential to analyze performance by 
considering financial, physical and social performance measures. Physical 
performance in terms of sales revenue from domestic and export market, foreign 
exchange reserve, contribution to exchequer, where as in financial performance in 
terms of ratios like NPR, DER, ROCE, EPS, DPS and EVA should be evaluate and it 
fulfill both economic and social objectives of the organization. In his research 
article, an attempt has been made to conduct case study of Hindustan Lever 
Limited, a leading MNC giant in Indian industry regarding its financial as well as 
social performance for the period 1990-1999. 
Satta, Tadeo Andrew^ (2005) in his research paper titled, "Performance Evaluation of 
Three Small Firms in Tar\zania" aims to shed light on performance evaluation of 
small firms with a view to assessing their potential for improving small firms' access 
to future growth. An integrated methodology based on five commonly used 
methodologies is formulated to evaluate the performance of the three small firms. 
This integrated methodology makes use of a number of selected performance 
indicators. Further research on performance evaluation of small firms could 
considerably extend the stock of knowledge in this area. Coverage of a longer period, 
which allows for the use of more data for the same evaluation indicators, might also 
produce a more robust set of results. Future research may also wish to focus on the 
development of a methodology that contains fewer shortcomings in assessing the 
performance of small firms.The findings reported on in this paper consolidate the 
stock of knowledge on performance evaluation of small firms. The use of accounting 
(selected financial ratios)and organisational/institutional indicators (Sales revenue, 
export earnings and foreign investment) as a measure of performance evaluation 
strengthens the role accounting could play in the future in developing a standardised 
methodology for assessing the performance of small firms. 
Sengupta, J. K. and Sahoo, B. K.^  (2005), in their book entitled, " Techniques of 
Evaluation of Productivity of Firms in a Growing Economy" reveals that the 
productivity and efficiency gains are central to the growth of firms in any industry. 
The industry growth depends on the markets and innovations in products and 
services and technology. The present volume discusses the various techniques for 
evaluating firm' performance and its impact on the industry evolution. 
Economic analysis has been integrated here with the techniques of management 
science and operations research, which are called 'Data Envelopment Aanalysis' 
(DEA). These techniques are useful to the managers and economic policy makers in 
designing optimal strategies and policies for improving productivity and 
performance. 
The central focus on the applications side is to discuss the structure of efficiency 
gains or losses, the static and dynamic changes in performance and an economic 
evaluation of policy measures. The industries selected here include modem 
industries like computer, pharmaceuticals, banking and life insurance. The banking 
and Ufe insurance sectors in India have been studied in some detail in order to 





The analytical models developed in this volume discuss in some details some of the 
following concepts (i) Financial Performance Evaluation (ii) Physical Performance 
Evaluation (iii) Social Performance Evaluation. Financial performance evaluation 
includes the various accounting ratios. Physical performance indicators includes 
sales revenue, export earnings, foreign investments, return to exchequer and 
employment generation etc, whereas, social performance evaluation includes 
donations for welfare activities and some other social philanthropic activities, which 
couldn't termed in price. 
In the succeeding paragraphs, a detailed but succinct review on IT is presented in 
order to identify the varied dimensions and aspects performance evaluation in IT 
industry. 
References: 
1- Manuj, Hemant Kumar (1993) "An Evaluation of the Statistical Properties of 
Financial Ratios" (Ph.D Thesis) Department of Finance, Indian Institute of 
Management (EM), Kolkatta. 
2- Hunt, Steven C.2(1995) "A Review and Synthesis of Research in Performance 
Evaluation in Public Accounting" Journal of Accounting Literature, Fisher 
School of Accounting, Warrington College of Business, University of Florida, 
210 GER, PO Box 117166,Gainesville, US, Pp.69-78 
3- Altiok, Tayfur (1996) "Performance Evaluation of Manufacturing System", 
Springer-Verlag, New York, LLC, US j a 
4- Prasantha, Uma, Pravat, Rajesh and K. Momaya (1998) "Competitiveness 
Evaluation in Context of Emerging Industries- A Case of BASF" GCabstract, 
Department of Management Studies (DMS), Indian Institute of Technology 
(ET), Delhi, pp.43-49 
5 ' vji^  
I 
5- Meyer, Marshall W.^  (2002), "Rethinking Performance Measurement Beyond 
the Balanced Scorecard", Cambridge University Press, Cambridge, England 
6- Metrick, Andrew5(2002) "Performance Evaluation in Financial Economics" 
NBER Working Paper, National Bureau of Economic Research, Graduate 
Center of the City University of New York 365 Fifth Avenue, Suite 5318, New 
York, NY 10016-4309 
7- Sur, Dr. Debasish (2004) "Application of Selected Financial and Social 
Measures in Performance Evaluation- A Case Study", Management Insight 
(Jan-Apr), Cuttack, Vol.4, No.l, pp.53-61 
8- Satta, Tadeo Andrew (2005), "Performance Evaluation of Three Small Firms in 
Tanzania" Journal of Accounting and Organizational Change, Volume 
2, Number 2, Emerald Group PuWishing Limited, 60/62 Toller Lane, Bradford 
BD8 9BY, UK, pp.41-48 
9- Sengupta, J. K. and Sahoo, B. K. (2005), "Techniques of Evaluation of 




Introductory Framework, Review of 
Literature And Methodology of the Study 
software products. Software piracy is most interspersed in India. Domestic 
producers are affected negatively in direct and indirect ways. 
Most of the Indian IT companies are lagging behind in developing 
global distribution network to respond after-sales-services to their clients. 
Standard infrastructure is one of the main hurdles in the promotion 
and development of Indian IT industry. 
Besides these problems, the IT industry is growing splendidly in the 
post- liberalization era. The present study is thus an attempt to evaluate the 
performance of this flagship industry of Indian economy. In the following 
paragraphs an extensive review of literature is presented on the earlier 
studies related to different aspects of the IT industry in the post NEP era. 
3. Review of the Literature 
In the following paragraphs, a detailed account is furnished with 
regard to review of literature on the subject matter of performance evaluation 
and information technology industry. The review of the literature is 
distributed in two portions- (A) Varied Aspects of Performance Evaluation, 
and (B) Varied Aspects of Information Technology Industry. 
(B)- Literature Review on Varied Aspects of Information Technology 
Industry 
a. Books 
Sah, S.L. " (1999) in his book, "Information Technology" described that 
Information Technology is the synthesis of computers and communication 
networks. If iriformation technology is the brain of hi-tech industry, telecom is 
the heart. The reach and power of telecom and IT outpace politics and even 
geographical boundaries. World Wide Web spans, across space and time to 
put cyber surfers in contact with each other. India is the sixth largest exporters 
of computer software in the world. This book covers the development of 
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Inadequate cyber law is another problem to enforce copyright 
protection and security law, both at home and abroad. This is the most 
important reason for the insignificant market share of prepackaged Indian 
software products. Software piracy is most interspersed in India. Domestic 
producers are affected negatively in direct and indirect ways. 
Most of the Indian IT companies are lagging behind in developing 
global distribution network to respond after-sales-services to their clients. 
Standard infrastructure is one of the main hurdles in the promotion 
and development of Indian IT industry. 
Besides these problems, the IT industry is growing splendidly in the 
post- liberalization era. The present study is thus an attempt to evaluate the 
performance of this flagship industry of Indian economy. In the following 
paragraphs an extensive review of literature is presented on the earlier 
studies related to different aspects of the IT industry in the post NEP era. 
3. Review of the Literature 
In the following paragraphs, a detailed account is furnished with 
regard to review of literature on the subject matter of information technology 
industry. 
a. Books 
Sah, S.L. 11 (1999) in his book, "Information Technology" described that 
Information Technology is the synthesis of computers and communication 
networks. If information technology is the brain of hi-tech industry, telecom is 
the heart. The reach and power of telecom and IT outpace politics and even 
geographical boundaries. World Wide Web spans, across space and time to 
put cyber surfers in contact with each other. India is the sixth largest exporters 
of computer software in the world. This book covers the development of 
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computers and communication system in India and abroad. New frontiers of 
Information Technology have also been described elaborately. 
Baveja, Arun^^ (2000) in his book "Introduction to Information 
Technology" advocated that the growth in electronic information begins to 
demand a new philosophy of the nature and function of information so also 
the activities of the information professional must, in this setting at least, 
change and adapt. No longer able to adopt custodial role in managing and 
organizing the materials and artifacts of information, the librarian or 
information scientist must adopt a facilitating strategy, aimed at creating the 
conditions for a user to negotiate the information sphere successfully. 
Baveja, Arun" (2000) in his book entitled, "Information Technology 
and Development," encouraged a critical debate on the role of information 
technology and the development process and to contribute to more informed 
decision-making concerning information technology development, adoption, 
transfer and utilization. The book is a vehicle for information exchange and 
sensitization on the growing gap between the developed and the developing 
world, the role of information technology in this process, and its impact on 
the excluded and included sectors of society, especially with reference to the 
-^urrent globalization trends. 
Suri, R. and Diwan, Paragi^ (2000) dealt with legal issues, concepts 
related with Electronic Commerce, Computing, Information superhighways 
etc. The book at length throws light on transformation of our society into 
information oriented, the concept of theft of information and data protection 
and the copyright issues pertaining to information technology. It also deals 
with issues of individual privacy and surveillances technology. The electronic 
commerce law dwells extensively on various issues, pertaining to electronic 
commerce transactions such as proposal agreement, contract, electronic fund 
transfer, digital signature etc. This book provides the exhaustive text of 
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Information Technology Act 2000, cyber related crime, IT cyber sites and 
important cases. 
The study by Batra, B.Bi^ . (2001) on "Information Technology 
Challenges and Opportunities" reflected that the twentieth century witnessed 
the rapidly accelerating advent of information technology. The electronic 
communications and news media have become commonplace and 
indispensable; computers have proliferated, becoming increasingly fast, 
powerful, small and cheap, so that now there is scarcely a human activity in 
which they are not to be found, bearing an increasing share of the burden of 
repetitive information processing. The study has logically discussed the 
challenges and opportunities of information technology in the new 
millennium. 
The new technology revolution has shrunk the planet to a tiny global 
village advocates Fwernandes, Ashwin^^ (2001) in his book entitied 
"Information Technology and Management". The modern society is leading 
to overall improvements in work, commerce, health, and entertainment 
though the fruitful facilities made by information technology. 
Pohola, Matti^7 (200I) in his book "Information Technology, 
Productivity, and Economic Growth: International Evidence and Implications 
for Economic Development" has concluded that the information technology 
revolution will change the world must stem from the basic prenuses that 
investment in IT has a visible impact on productivity and economic growth. 
By surveying previous studies and by presenting new micro- and 
macroeconomic evidences, this collection shows that in recent years the use of 
IT in the production of goods and services has had a strong influence on 
productivity and economic growth in industrial and in newly industrialized 
countries. Yet developing countries seem neither to have invested in IT nor 
benefited from such investments to the same extent as industrial countries. 
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There is concern that information is becoming a commodity, like income and 
wealth, by which countries are classified as rich and poor. The author has 
argued that investment in infrastructure, physical capital, and education is the 
key to economic development. This is an old policy prescription in the 
economics of development. What is new is the suggestion that the IT content 
of these investments should be high. The use of IT is so widely spread 
throughout the world economy that no single country can avoid investing in 
this technology if it wants to improve the standard of living oi its citizens. 
Besides providing citizens with access to IT and to IT education and training, 
governments should promote participation in the information society, thus 
generating a sufficiently strong demand base for information products. By 
developing advanced applicatioris of IT, and by becoming a model for the 
private sector, governments can alter worker, firm, and consumer attitudes, 
and lower their costs of adopting IT. The use of IT, not necessarily its 
production, is what matters for economic development. 
Paliwal. P.K. and Balakrishnan^s (2001) in their book entitled, 
"Information Technology for the Next Millennium", demonstrated that 
burgeoning electronic publishing and resources made available via digital 
imaging facilities are replacing direct hard copy print resources. If the right 
decisions are not made to invest in building, the needed skills and technology 
infrastructure, some libraries will face even more serious problems in meeting 
their users' needs. It will be only a matter of time until all libraries will be 
forced to use resources beyond the traditional printed book and journal. The 
Society, as a whole, is becoming increasingly computer literate and more 
visually oriented. Some of the most important issues pertairung to 
information technology for the next millermium are thoroughly explained in 
this book. 
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Paliwal. P.K. and Balakrishnan^^ (2001) in their book, "Contemporary 
Information Technology Scenario", have thrown Ught on a variety of core 
issues on contemporary scenario of information technology. In a world that 
has become more visually oriented, our education and information 
infrastructure must develop techniques to incorporate these changes. 
Information technology, through the meddling of computer technology with 
communications, digital imaging, and full motion video and sound, can be a 
powerful ally to improve education and thus improving skills for gainful 
employment. 
Paliwal. P.K. and Balakrishnan20 (2001) in their book, "Current 
Scenario of Information Technology" have logically presented current 
scenario of information technology. Thus put forward their views that 
information science is an interdisciplinary science that investigates the 
properties and behavior of information, the forces that govern the flow and 
use of information, and the techniques both manual and mechanical, of 
processing information for optimal storage, retrieval and dissemination. 
Nair, R. Raman 21 (2003) in his book titled "Information Technology for 
Participatory Development", has presented the view that Information 
resource is going to play a key role in social, cultural and political progress as 
well as in productive and sustainable economic development. The ease and 
speed, with which new knowledge is produced, organized, packed, retrieved 
and disseminated through IT based systems and applied together with old 
knowledge our traditional libraries store, will be the strategic determinant in 
whether the country, state, a region, an institution or individual prosper or 
lag behind in the new services-based economy.. 
Ahmad, Ayaz22 (2003) in the book, "A Handbook of Information 
Technology," opines that Information Technology; though relatively, a new 
stream is as vast as a sea. It's perhaps the most relevant and most applied 
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among the disciplines, in currency, in the modern context. Further, it has 
earned new significance, in the wake of the new world order and the 
globalization. In today's world, each and every awakened individual has to be 
fully aware of what Information Technology is all about. 
Mishra, R.C. 3^ (2003) in his book entitled, "Information Technology 
and Poverty Reduction in South Asia" has deduced the inference that 
technological advances have been historically one of the crucial contributors 
to poverty reduction in both the developed and the developing world. 
Information technology has become an indispensable tool in the fight against 
world poverty. It provides developing nations with an unprecedented 
opportunity to meet vital development goals such as poverty reduction, basic 
health care, and education, far more effectively than before. Around the 
world, governments are launching ambitious information technology 
infrastructure initiatives, radically changing their communications policy 
frameworks and situating information technology at the heart of their 
development programmes and strategy. In this context, building 
technological capacity of the poor people is central to forging long -term 
solutions because technologies for development have not, cannot, and will not 
be supplied through the global marketplace alone. The book focused 
information, and communication technologies, and their potential benefits for 
the poor at a time when technological progress seems to be occurring at a 
bewildering pace. It notes that technology should be a focal point to improve 
economic welfare and reduce poverty. 
John, S. Maria's^^ (2003) book on "Information Technology: Its 
Application on the Small Scale Industries Sector" mainly focused on the role 
of IT and its applications. It covered different aspects of IT such as E-
Commerce, E-Banking, and Application of IT in the development of 
Entrepreneurship, especially SSI sector. 
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Shah, Beena25 (2003) in the book "Information Technology and 
Education: Vision and Prospects" viewed that If our society is assumed as 
hardware, then education must be considered as its software. Both are inter-
related, their changes also influence each other. Now the world has come 
under the grip of a new phenomenal technology, called Information 
Technology (IT) or Information Communication Technology (ITC). Therefore, 
the influence of IT in all dimensions and domains of education is obvious. 
Application of IT is receiving increasing attention from researchers, service 
providers as well as from government in the educational arena. This book 
deals with all levels of education where the application of IT is feasible, i.e., 
primary to higher and professional education. Following an introduction to 
key themes and concepts, author represents a broad spectrum of disciplines 
and perspectives that review the conceptual basis for understanding and 
discussing application of IT in education. It also addresses critical issues such 
as ethics, policy, quality assurance and explores current emerging social and 
psychological issues related to IT and education. 
Choure, Tapan and Shukla, Yogeshwar^^ (2004) in their book entitled, 
"Information Technology Industry in India" takes stock of information 
technology industry in India. It gives accoimt of rapid growth of the industry 
and its success on export fronts. There are details on two kinds of business 
being persuade-Information Technology consultancy and Business solutions. 
It is outlined in the book that challenges in front of industry are of two kinds 
attracting and retaining software professionals and warding off competition 
while keeping the costs low. There is also a threadbare discussion on the 
future prospects keeping in view the domestic and international markets. 
Arora, Ashoka and Bansal, Shefali 7^ (2004) consider Information 
Technology (IT) as the most fascinating subject of the present. It helps people 
to handle vast amount of information in quickest possible times with great 
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clarity. It has witnessed an impressive growth recently with the introduction 
of Internet, E-commerce, Mobile commerce. Artificial Intelligence and Virtual 
Reality. Information Technology incorporates the technologies of electronics, 
computing, networking and teleconununications. Information technology 
refers to modern technology based on electronics and computing. Computers 
are an essential part of Information field now and everyday new areas of 
activities are being discovered. There is hardly any area in our society, where 
computers are not being used. They are used in homes, offices, schools, 
colleges, universities, nursing homes, hospitals, export in4ustries, banks, 
railway stations, airports, research centers and many other organizations. As, 
most of the routine activities in today's society are essential for everybody to 
learn Ir\formation Technology. 
Srivastva, D.S. and Kumari, Sarita 28 (2004) in the book titled 
"Education and Information Technology Challenges" have put forward that 
the advent of virtual classrooms and video-desktop technologies promises 
interesting possibilities of teaching and learning at anyplace, anytime and 
anywhere. Today, a shift in education is becoming evident where more 
responsibility is being placed on the individual for his or her learning, instead 
of solely on the teacher. Subsequent!}- the teacher's role is also changing. 
Education is becoming lifelong learning and training process, developing 
transferable skills and knowledge that can be applied to competitive markets, 
where knowledge and information is being traded as a commodity. Countries 
are now realizing the economic potential and value of technology in 
education. The digital technologies challenge conventional conceptions of 
both teaching and learning methods and materials and, by reconfiguring how 
teachers and learners gain access to knowledge, have radical implications for 
conventional teaching and learning processes. To meet these challenges, 
education systems must embrace and implement technology into their schools 
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to produce citizens capable of living in the twenty first century where 
technology is encroaching more and more into everyday life. 
Saxena, M.K's^^ (2004) book on "Information Technology Law: 
Concepts, Evolution & Enactments", presents that the modern world has 
witnessed man wonderful inventions and Information Technology (IT) is one 
of them which has greatly influenced and changed the human mind and work 
style. It has radically changed the lives of many people. Communication of 
information through the use of computers has brought revolution in the 
information technology field. The sum total of all computer-based 
communications and data storage that is accessible through computer 
network has been termed as 'cyberspace'. Its largest manifestation is the 
Internet, a global computer network that now extends all over the world. This 
two volume set attempts to explore and discuss the various laws relating to 
information technology. What practical problems are there in computer 
communications? How various intellectual property rights such as copyright, 
patent, development contracts, EC directive, licensing norms developed and 
provide protection? What liabilities are there regarding defective software? 
Whether software is a product in terms of Sales of Goods Act? All these 
questions are investigated and discussed in the volume 1 of the set. Indian 
Telegraph Act and Reserve Bank of India Act are also included in this 
volume. Volume 2 of the set provides extensive coverage on laws relating to 
Information technology through inclusion of various Indian Acts. The domain 
of this volume encompasses Information Technology Act, cyber regulations 
appellate tribunal (procedure) rules, information, technology (certifying 
authorities) rules, telecom regulatory authority and information technology 
rules together with various related acts. 
Bansal, S.K30 (2004) in his book, "Textbook of Information 
Technology", highlighted that the Information Technology is essential to the 
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economic and social development of the region. The widespread use of 
information Technology, the tools and techniques for gathering, 
manipulating, analyzing and disseminating information which was made 
possible because of improvements in computer and telecommunication 
technology. The increased integration of computer and telecommunications 
technology exemplified by Internet and associated technologies has led to the 
increased globalization of the world economy. 
Singh, Balram and Srivastava, Ashutosh^i (2004) in their book on 
"Information Technology and Dynamics of Rural Development" have 
sketched that Information Technology may be considered as the backbone of 
all social processes in the society. It may be stated that communication plays 
all-important role in the fulfillment of information needs of the people. It 
affects the mind of the people in such a manner that their thinking and idea 
which result finally into social change. In the present era of information 
technology, the role of communication has influenced the entire society and in 
a broad perspective it is flow of information of different communicating 
systems. The effective and developed system has become synonymous with 
modernity and economic growth. In this book, has been to study various 
dimensions and linkages of Information Technology and rural development. 
It has been sought to examine socio-economic transformation in the society 
due to Information Technology and to analyze the Governmental role for 
development of information technology. 
Azad, R.R's32 (2005) book titled, "Global Trade in Information 
Technology", presented that the twentieth century has witnessed an exciting 
and exhaustive explosion in the arena of Information technology. The 
computers and communications have become integral part of our lives. The 
revolutionary changes and widespread availability of global information 
systems carry with them an assurance for generation and sharing of 
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information at a degree of complexity and pervasiveness that was 
unimaginable until recently. It has emerged one of the largest and fastest 
growing industrial sectors and an essential infrastructure for the 21st century. 
No-doubt, India seems to be sitting on a high technology boom but she is yet 
to move on from being a potential high-tech giant to an actual high rung 
player in the vast field of information Technology. While there is full hope for 
supportive polity measures, at national and global level both, the book 
encompasses trade, industry development, markets, technology and strategies 
through collection of information, analysis, assessment of trends, forecasting 
of the global IT markets, technology infrastructure and IT production. The 
book examines the national and global policies and focuses on identification 
of major products, trade pattern, industry trends and evolution, 
developments in technology and opportunity for India's IT along with its 
growth in global trade. 
Jairam, Sulabh^^ (2005) in the book, "Dangers of Information 
Technology" has endeavored to put the answer related to IPR problems and 
individual privacy. Does it constitute a fundaniental human right of a person? 
Though many would agree to yes but as the government organizations 
interact with the e-common man in the era of fast emerging communication 
technology, we see common man's privacy right being infringed more than 
ever. Who perceives it? Who cares about it? And has anybody ever cared to 
go rather deeper into the issue? The book throws light on the issues and digs 
deep into find many examples of privacy infringement and suggests the level 
to which it may be restored. 
Granered, Erik^^ (2005), in the book entitled, "Global Call Centers", has 
brought to fare few facts that there are 4.78 million works in call centers 
worldwide, and 2.82 million of them are in the US, offshoring is predicted to 
grow at 30 to 40 percent a year, and by 2015, 3.3 million jobs and $136 billion 
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in wages will move to countries such as India, China and Russia. Much of 
learning and education in India takes place through rote memorization. 
Widely held group believe are reinforced in this manner." 
Goyal, Rakesh M.35(2005), in his treatise, "Demystifying Information 
Technology Act. 2000", has pointed out that fog covering IT law is so dense 
that even the IT Act has not been able to fully pierce it. It reveals that there is 
no provision in the IT Act to cover crimes such as social engineering, 
phishing, spoofing, ID theft. Spam, unsolicited mail, take services on the net 
by e-mail, connecting laptop or palmtop to hot spot without permission, 
stealing bandwidth, DNS attach, threatening e-mails, sniffer, decryptor, 
deliberate bugs, logic bombs, trapdoors, spyware, adware, Trojans, 
penetration testing and so on. CEO's will benefit from the precautions that 
author outlines. There are only two escape routes when a crime is alleged: 
one, the person in charge can prove that it was committed 'without his 
knowledge', or two, he can show he has taken 'due diligence'. The book 
discusses ISMS (Information Security Management System) a structured 
methodology to manage is security as per ISO 17799. 
Shikarpur, Deepak's^^ (2005) book on "BPO Digest", reveals that IT can 
do for India in the next ten years what oil had done to middle east in the 
seventies and later. If proper thrust is given to the infrastructure (Education, 
electricity, roads, bandwidth, water etc.) and the government sustains the 
liberalization of the economy, India will soon become a developed nation. 
BPO and low-cost and high equality solutions will ensure that India will 
become world's back office for global service business. 
b. Reports and Case Studies 
Trivedi, Bhairav^^ (1999) presented a comprehensive picture of Infosys' 
history, tracking the challenges of making it a global company when the 
Indian software industry was still taking shape. According to the author, 
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Infosys has to balance its momentum of growth while retaining the culture of 
a small company. Karnik, Kiran38,(2000) in his report titled "Software- Strong 
Growth Momentum" presented that more than half the fortune 500 
companies already have relationship with Indian IT services providers, there 
are significant implications for Indian companies if they are to capture the full 
potential of the out sourcing trend. 
Report of National Task Force on Information Technology^^ (2000) was 
set up by the then Prime Minister Mr. Atal Bihari Vajpayee in May 1998, and 
the report was submitted in 2000. This was the first report on Software 
development containing information Technology Action Plan I in the form of 
108 recommendations and was accepted and notified in the gazette of India 
dates 25.07.1998.The second integral part of the report is the matching policy 
framework for the IT hardware. The Government approved 84 
recommendations, known as IT Action Plan II. ACCOCHAM^o (2001), India 
imported digit able media products to the extent of 45$ 198 million in 1996 
when the applied tariff was 26 percent. This does not take into account e-
commerce services, be they financial, travel, design, etc. but then internally 
we do not tax these directly and today we do not really account for these, as 
such advice or service conveyed through fax or phone in not taxed. 
Annual Report of Infosys Technologies Limited^^ (2001-02) highlights 
that the client expectations on quality cost, timeliness and service have 
increased, leading to margin pressure on service providers. Today, while 
there are several high-quality players in the Indian technology services 
industry, their strengths are limited to a subset of operating parameters. 
Technology services companies need to develop an industry defining 
business model. NASSCOM - Mckinsey Report^ (2002) elaborates on several 
growing sectors within the IT sector and identifies the opportunities for 
Indian companies in existing service lines and determines the key success 
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factor. It also outlines the agenda for the government and Nasscom to boost 
growth and employment in the country. Parasthasarthy, Anand^^ (2003) 
report on "E-governance- Spreading IT, Too Thinly" presented that IT for All' 
was the mantra coined in 1998 with a 10 years time span. But half way there, 
the legal framework is still not complete and only a handful of states have 
seen the benefits trickling down to the average citizen '^. 
Choudhary, Ajay's^^ (2003) report on "Hardware - Driving Force for 
IT" demonstrated that without hardware expertise, the industry has no 
driving force nor can it enter the highly value-added arenas of technology. 
Suresh, Kalpathi, S's. 46 (2003), report titled "IT Training - Lull before 
Next Boom" pointed out that with basic IT education gradually becoming a 
part of the formal education system. Private IT training is likely to become 
more specialized. Kumar, Sudha's^^ (2003) article in a survey on "IT Enabled 
Services - Segment With Promise" has put that after the IT services 
opportunity, IT enabled services opportunity has emerged as the single 
biggest and there has been a spate of activity in this area in the past 2-3 years. 
Parthasarthy, Anand^^ (2003) in his report on "ITES - Services with a Cyber 
Mite" pointed that if software was the broadsword for Indian IT to cut a 
board swathe through the global market, the services sector has emerged as a 
rapier to pierce hidden new market. 
Sivadas, R"*'. (2003) advocates that the ITES space, akin to the software 
services arena, India faces competition especially from countries in the Asia-
Pacific region, which enjoy many of the same advantages that India has. 
NASSCOM -KPMG HR Report so (2003) has covered a vast and seemingly 
unconnected range of areas including human power requirements for R & D , 
IT services and IT enabled services. 
Annual Report of Information Technology^^ (2003-04) considers India 
as one of the naost preferred destinations for sourcing software and ITES. 
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India in comparison to other low cost locations rank high in several critical 
parameters including, level of goverrunent support, quality of the labour 
pool, english language skills, cost advantages, project management skills, 
entrepreneurial culture, strong customer relationship and exposure to new 
technologies. This report has covered goverrunent initiatives, industry profile 
and human resource development in a very precise form. Annual Report of 
Infosys Technologies Limited^^ (2003-04) emphasized on exceeding changing 
expectations, efficient business solutions, strategic global sourcing, next 
generation global delivery, building scalable resilience and nurturing values, 
managing risks. 
This report shows the export has grown by 32 percent during the year, 
as against 39 percent in the previous year. Exports constituted 99 percent of 
total revenue as against 98 percent in the previous year. Profit after tax from 
ordinary activities was 26.12 percent of total revenue during 2003-04. 
NASSCOM- HWEITT Total Reward Shidysa (2004) is one of the largest 
surveys the Hewitt does in India in partnership with NASSCOM. The study 
focuses on providing in depth information and insights on compensation, 
benefits and practices in the IT and ITES industry and brings forth the linkage 
of key elements of the reward system to business results. It covered 108 
organizations in this year. NASSCOM - QAI ITES- BPO Report54 (2004) shows 
that India based organizations are able to deliver at levels comparable to their 
international counterparts on parameters such as quality, customer 
satisfaction and people satisfaction. 
NASSCOM'S Handbook Indian ITES-BPO Industry's (2004) includes 
an overview of the Indian and worldwide ITES-BPO market-segment, 
manpower scenario in India and other emerging opportunities in ITES - BPO 
market segment. It also highlights some operational excellence issues such as 
infrastructure, real estate and facilities management challenges. 
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N ASSCOM'S Strategic Review^^ (2004) covered a comprehensive study 
result to Indian software and services export, Indian Domestic IT market, 
ITES-BPO Industry, Economics of global sourcing of services, software 
products, embedded software and technology services, country 
competitiveness, emerging Growth Areas, Internet and E-commerce, E-
governance, India's security enviroriment, knowledge professionals, venture 
capital and private equity, telecom scenario in India, quality picture and 
India's policy environment. Indian IT Industry-Learning from China: A 
Report of NASSCOM^^ (2004) has put the record straight by preparing the first 
comprehensive report on Chinese IT market. This report outlines an agenda 
to sustain India's competitive advantages in the software Industry. This 
report has been prepared from the data obtained from interviews from 
Chinese government officials, software companies in China, Chinese software 
professionals, websites, international technology research companies such as 
IDC a Gartner ss. 
c. Articles from Journals/ Periodicals/ And Business Dailies 
Lateef. A^ .^ (1997) in his article tided, "Linking up with the Global 
Economy - A Case study of the Bangalore Software Industry" presented that 
IT is a symbol of globalization and in many ways its leading feature, e-
commerce also represents its distinguishing feature i.e. where the extension of 
the international division of labour goes beyond international trade of 
geographic enclaves in different stages of the production chain. 
International Trade Centre^ (1999), pointed out in its publication that 
ITA means progressing towards the zero duty regime in the phased manner -
something that the country has already been doing from IT products. At the 
macro-economic level the agreement aims at reducing the cost of hardware -
therefore, leading to a subsequent positive impact on the cost of service 
provisioning. Chandrashekhar, R. ^^  (2000) opines that the ICT revolution has 
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resulted in dramatic changes in employment patterns, skill-sets needed, and 
the range of opportunities for employment and economic advancement across 
the whole world opportunity will also go to those who understand and 
appreciate these emerging global trends in human resource requirements and 
prepare for them 2^. 
Chakraborty, Chandana and Jayachandran, C. ^^  (2001), in their 
research paper, "Software Sector - Trends and Constraints" advocates that the 
Indian software industry lacks diversification in types of export and relies 
mainly on software services exports. It also suggests that while there exist 
significant opportunities for the industry to expand domestically and 
internationally, the realization of such expansion depends a major reforms in 
infrastructure planning and regulatory rules. Joseph, K.J. and Harilal, K.N. ^ 
(2001) in their paper titled "Structure and Growth of India's IT Export" 
critically examine India's performance in software exports, the implications of 
this boom on the availability of skilled management in other competing 
sectors and the possible threats to the sustained growth of software exports. 
The authors also suggest a proper incentive structure needs to be looked at, 
and the supply of technically skilled persormel enhanced. Most important of 
all, the diffusion of IT into other areas of the economy should be accelerated 
to help in the sustained growth of the sector. Verma, Ekta, ^ (2002) in his 
article "Technology-Enabled Services: Perspectives and Visions" pointed out 
that the computer sector seems to be in the forefront of using 
telecommunication lir^ks. In addition, their competition edge may be 
enhanced by management techruques, technical know how and innovation 
from the parent companies. These are the benefits derived from the foreign 
investment. 
Singh, Didar ^ (2002) working paper on "Electronic Commerce -
Issues of Policy and Strategy for India" presents banking laws and regulations 
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which, needs he views, to be adjusted to the new formats and requirements so 
that electronic fund transfer and credit cared culture values set in India. 
Regulating the e-economic and IT teaching shops need to be addressed to in 
order to ensure standards and coordination between government and the 
private agencies. 
Nath, Pradosh and Hazra, Amitava^^ (2002) in their article titled 
"Configuration of Indian Software Industry" argued that the weakness of the 
Indian Software industry continues because of its weak linkages with the 
domestic manufacturing industry where rests the scope of critical software 
capability - the high skill/high risk/ high value embedded software segment 
that can flourish only with wide applications of microelectronics in the 
industrial products and process. Anandalingam, G. ^^  (2003) editorial on 
"Information Technology Does Matter", argues the widespread adoption of IT 
will really matter to the development of India. This will lead to enormous 
opportunities to manage, maintain and modify it. This article has given 
answer to the article "IT doesn't matter" in the May 2003 issue of Harvard 
Business Review by the editor-at-large Nicholas Carr. Mr. Carr argues in his 
article that as IT has become more ubiquitous in companies, its value as a 
strategic resource has diminished. 
Srinivasan, Priya^^ (2003) in the article entitled "Will India Become the 
Software Products Factory for the World" believes that companies can cut 
two-thirds of engineering costs by working out of India. They are going to be 
looking for opportunities for the companies in which they have invested to 
move their engineering work offshore to India. 
Chandrashekhar, C.P.'s 7o (2003) article on "ITES and Hard Facts" 
points out that India's IT thrust in the past decade was in large measure based 
as the export of lower-end software and IT-enabled services, which was made 
possible by the availability of cheap labour. The challenge now is to sustain it. 
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4. Research Gap and Scope of the Study 
Information technology in the nineties had significant growth around 
the world and in particular in India. IT has become a potent force in 
transforming social, economic and political life globally and without its 
incorporation it is difficult for countries or regions to develop if not to 
survive. IT Industry in India is flourishing at an accelerated rate and it is 
assumed that soon India will be a global IT superpower and flagship bearer in 
global IT industry. From the forgoing review of the studies on different 
aspects of IT industry, it peters out that there are dearths of studies focusing 
on the performance evaluation of IT industry in the post liberalization period. 
This study is significant in terms of its scope, which encompasses the 
relevant aspects of performance evaluation of Indian IT industry in general, 
and Infosys in particular in the post- liberalization period (1991-2004) when 
many of the Indian IT firms were established and the government also 
embarked upon bringing out concrete plans and policies for the overall 
growth and development IT industry. 
Applicability of Physical and Financial Performance Evaluation 
Model in Present Study 
The study has adopted the universally recognized parameters of performance 
evaluation of Indian IT industry and Infosys. The study on the performance 
evaluation MODEL by Sur, Dr. Debasish (2004) on "Application of Selected 
Financial and Social Measures in Performance Evaluation- A Case Study" is 
found suitable and pertinent to adopt for the present study. The model is 
basically based on some relevant quantitative and qualitative parameters to 
measure the financial and social performance of the selected company 
Hindustan Lever Limited (HLL). The author is of the opinion that it is very 
essential to analyze performance by considering financial, physical and social 
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performance measures. Physical performance in terms of sales revenue from 
domestic and export market, foreign exchange reserve, contribution to 
exchequer, where as in financial performance in terms of ratios like NPR, 
DER, ROCE, EPS, DPS and EVA should be evaluated and it fulfills both 
economic and social objectives of the organization.. 
Thus the study takes the analogy of the above MODEL and hence takes into 
consideration the Physical and financial performances evaluation. It is an 
endeavor to make a holistic study of Indian IT industry by applying statistical 
tools to calibrate as to how Indian IT industry incorporated the attributes of 
global competitiveness. Infosys Technologies Limited is one of the cynosures 
of IT sector in India hence, a case study is undertaken to assess the 
performance of this company. 
5. Objectives of the Study 
The study has pursued the objectives as given below: 
• To evaluate performance of Indian IT Industry in terms of total 
revenue from domestic and international market of software, hardware 
and ITES-BPO since the advent of economic liberalization. 
• To assess the trends of FDl inflows in the software and hardware 
segments of the Indian IT industry. 
• To analyze the position of employment generation by Indian IT 
industry in general and Infosys in particular. 
• To measure the physical performance of Infosys Technologies Limited 
in terms of total revenue, revenue from exports as well as domestic 
market and foreign exchange earnings. 
• To evaluate the financial performance of Infosys Technologies Limited 
in terms of NPR, DER, CR, ROCE, EPS, DPS and EVA. 
(-25) ^2-\i 
Introductory Framework, Review of 
Literature And Methodology of the Study 
To analyze the policy implications with regard to Indian IT Industry as 
well as Infosys 
• And finally, to come out with suggestions for Indian IT industry to 
sustain and maintain the global leadership in the IT Industry. 
6. Hypotheses of the Study 
The study has proceeded to set the objectives and to formulate the 
hypotheses based on the extensive survey literature on performance 
evaluation models viz-a-viz Indian IT industry and Infosys. The research gap 
has been identified to develop the appropriate variables and the same have 
been couched in terms of hypotheses to be tested: 
1. HO. The null hypothesis assumes that the IT industry's share in 
Indian exports is not increasing. 
HI. Failing to accept the null hypothesis will automatically lead to 
accept the alternative hypotheses. 
2. HO. The null hypothesis presumes that FDl inflows in India are not 
functionally related to FDl inflows in Indian IT industry. 
HI. The alternative hypothesis would support that FDl inflows in India 
are functionally related to FDl inflows in Indian IT industry. 
3. HO. The null hypothesis assumes that the exports revenue of Indian IT 
industry is not significantly contributing to the total revenue of 
Indian IT industry. 
HI. Rejecting to accept the null hypothesis will automatically lead to 
accept the alternative hypothesis signifying that export revenue of 
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Indian IT industry is contributing to the total revenue of Indian IT 
Industry. 
HO. The null hypothesis assumes that the revenue from software is not 
significantly contributing towards the total revenue of Indian IT 
industry. 
HI. Failing to accept the null hypothesis will automatically lead to 
accept the alternative hypothesis. 
HO. The null hypothesis presumes that neither the domestic revenue 
nor do the exports revenue earnings from Software, Hardware 
and ITES-BPO segments have increased the total domestic 
revenue earnings and exports revenue earnings of Indian IT 
industry. 
HI. The alternative hypothesis would support that the domestic 
revenue earnings as well as exports revenue earnings from Software, 
Hardware and ITES-BPO segments have increased the total domestic 
revenue earnings of Indian IT industry for the referred period. 
HO. The null hypothesis assumes that Infosys is not contributing to the 
growth and development of IT industry in India in terms of 
revenue generation, exports revenue and employment 
generation. 
HI. The alternative hypothesis would be that the Infosys is 
contributing to the growth and development of IT industry in India in 
terms of revenue generation, exports revenue and employment 
generation. 
7. Research Methodology 
-(3?-) ^ 1 - ^ 
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4. Research Gap and Scope of the Study 
Information technology in the nineties had significant growth around 
the world and in particular in India. IT has become a potent force in 
transforming social, economic and political life globally and without its 
incorporation it is difficult for countries or regions to develop if not to 
survive. IT Industry in India is flourishing at an accelerated rate and it is 
assun\ed that soon India will be a global IT superpower and flagship bearer in 
global IT industry. From the forgoing review of the studies on different 
aspects of IT industry, it peters out that there are dearth of studies focusing on 
the performance evaluation of IT industry in the post liberalization period. 
This study is sigruficant in terms of its scope, which encompasses the 
relevant aspects of performance evaluation of Indian IT industry in general, 
and Infosys in particular in the post- liberalization period (1991-2004) when 
many of the Indian IT firms were established and the government also 
embarked upon bringing out concrete plans and policies for the overall 
growth and development IT industry. The universally recognized parameters 
of performance evaluation are used to evaluate the performance of Indian IT 
industry and Infosys. Physical and financial performances are mainly taken 
into consideration. It is an endeavor to make a holistic study of Indian IT 
industry by applying statistical tools to calibrate as to how Indian IT industry 
incorporated the attributes of global competitiveness. Infosys Technologies 
Limited is one of the cynosures of IT sector in India hence, a case study is 
undertaken to assess the performance of this company. 
5. Objectives of the Study 
The study has pursued the objectives as given below: 
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To assess performance of Indian IT Industry in terms of revenue, 
exports of software, hardware and ITES since the advent of economic 
liberalization. 
To measure the performance of Infosys Technologies Limited in terms 
of output, production, exports as well as net profit, EPS and DPS. 
To analyze the policy implications with regard to Indian IT Industry as 
well as Infosys 
And finally, to come out with suggestions for Indian IT industry to 
sustain and maintain the global leadership in the IT Industry. 
Hypotheses of the Study 
The following hypotheses are formulated for test: 
HOI. The null hypotheses assume (i) that the IT industry's share in 
Indian exports is not increasing, (ii) that FDI inflows in India is not 
functionally related to FDI inflows in Indian IT industry, (iii) that the 
Exports revenue of Indian IT industry is not significantly contributing 
to the total revenue of Indian IT industry (iv) and that the revenue 
from software is not significantly contributing towards the total 
revenue of Indian IT industry. 
Failing to accept the null hypotheses will automatically lead to 
accept the alternative hypotheses. 
H02. The null hypotheses presume that the six select Indian IT 
companies i.e. TCS, Wipro Technologies, Satyam Computers, HCL 
Technologies, I-Flex Solutions and Pentasoft Technologies are neither 
contributing towards the exports revenue nor do seem to be major 
contributors to total revenue of Indian IT industry. Rejecting to accept 
the null hypothesis will automatically lead to accept the alternative 
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hypothesis signifying that the six select Indian IT companies are 
contributing towards the exports and the total revenue of Indian IT 
industry during the period under reference. 
H03. The null hypothesis presumes that neither the domestic revenue 
nor do the export revenue earnings from Software, Hardware and 
ITES-BPO segments have increased the total domestic revenue 
earnings and exports revenue earnings of Indian IT industry. The 
alternative hypothesis would support that the domestic revenue 
earnings as well as export revenue earnings from Software, Hardware 
and ITES-BPO segments have increased the total doniestic revenue 
earnings of Indian IT industry for the referred period. 
H04. The null hypothesis assumes that Infosys is not contributing to 
the growth and development of IT industry in India in terms of 
revenue generation, exports revenue and employment generation. 
However, the alternative hypothesis would be that the Infosys is 
contributing to the growth and development of IT industry in India in 
terms of revenue generation, exports revenue and employment 
generation. 
H05. The null hypothesis suggests that the profitability and liquidity 
of Infosys Technologies Limited is not good enough as con\pared to 
profitability and liquidity of six select Indian IT companies in terms of 
Net Profit Ratio, ROCE and Current Ratio. Rejecting to accept the null 
hypothesis will automatically lead to accept the alternative hypothesis 
signifying that the profitability and liquidity of Infosys Technologies 
Limited is better than profitability and liquidity of six select Indian IT 
companies in terms of Net Profit Ratio, ROCE and Current Ratio for 
the period under review. 
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7. Research Methodology 
An endeavor has been made in the present study to cull up relevant 
statistics from secondary source of information. The objectives have been set 
to analyze the performance evaluation of Indian IT Industry and Infosys 
pertaining to aspects of revenue earnings, foreign exchange through exports, 
and employment in all segments of IT i.e. software, hardware and ITES-BPO. 
The study has approached to make analytical study through the use of 
significant statistical tools and financial ratios. 
a. Sources of Information 
The data have been mainly collected from the Department of 
Information Technology, the Government of India; National Association of 
Software and Services Companies (NASSCOM) and Infosys Technologies 
Limited. The changes in the Acts, Amendments, Laws, Regulation and 
Taxation, regarding Information Technology have been incorporated through 
Bare Acts, Government Gazettes and Circulars, articles published in journals 
and periodicals, like Law weekly Times, News letter of Ministry of Law and 
Social Justices, the Goverrunent of India. 
The Annual reports of the Department of Information Technology, 
NASSCOM, Infosys, National Task Force on IT, The Hindu-Survey of Indian 
Industries, Indian Council for Research on International Economic Relations 
(ICRIER) have been made good use of to study and analyze the problems, 
issues and challenges of IT industry in India. 
Consolidated figures have been collected from journals and periodicals 
such as DATAQUEST, Business World, Business Today, Business India 
Yojana, Econonuc and Political Weekly, Voice & Data, Fact For You etc. The 
articles, write ups and abstracts of the prominent reports on Indian IT 
industry appearing in the Business dailies like The Business Line, The 
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Economic Times, The Financial Express, The Business Standard, The 
Hindustan Times, The Hindu and The Times of India have been thoroughly 
scanned to examine the IT related problems and issues critically and 
extensively. 
b. Data Computation and Tabulation 
Data related to IT Revenue, Export, production and Human Resource 
have been collected from primary and secondary sources. Some of the data 
have been compiled and collected to ensure the reliability of the measurement 
at maximum possible level. After collection of the data, they have been 
processed through computer software for application of relevant statistical 
tools, analysis and interpretation for arriving at the findings. 
c. Financial Ratios 
Financial Ratios are very powerful analytical tools for measuring 
financial performance of an organization. The ratio analysis helps the 
management to analyze the past performance of the firm and to make further 
projections. It is a process of comparison of one figure against another, which 
makes a ratio useful in identifying the strengths and weaknesses of the 
company's operation. It is extremely helpful in providing valuable insights 
into a company's financial picture^^. Ratios normally pinpoint a business 
strengths and weaknesses in two ways:-
• Ratios provide on easy way to compare present performance with past 
• Ratios depict the areas in which a particular business is competitively 
advantaged or disadvantaged through comparing ratios to those of 
other businesses of the same size within the same industry. The 
different ratios which have been used the study are briefly explained as 
under. 
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i. Net Profit Ratio (NPR)72 
This ratio indicates management's ability to operate the business with 
sufficient success not only to recover from revenues of the period, the cost of 
merchandise or services, the expenses of operating the business (including 
depreciation) and the cost of the borrowed funds, but also to leave a margin 
of reasonable compensation to the owners of providing their capital at risk. It 
essentially expresses the cost price effectiveness of the operation. A high value 
of this ratio reveals an advantageous position in the face of falling selling 
price, rising operating costs or declining demand for the product. A low value 
of it has the opposite implications. 
NPR= NPAIT ^^QQ 
Sales 
ii. Return on Capital Employed (ROCE)^ ^ 
It indicates how well a company has used the long-term funds invested 
by the owners and creditors. The higher the ratio, the more efficient the 
enterprise is using its funds. 
ROCE = 2 ^ ^ X100 
Invested capital 
iii. Return on Net worth (RONW)74 
This ratio indicates how profitably the shareholders fund has been 
utilized by the enterprise. In other words, this ratio shows the degrees to 
which the firm is able to convert operating profit into an after tax profit that 
eventually the owners can claim. 
RONW= NPATT xlOO 
Net worth 
(Net Worth = Equity Capital + Reserve and Surplus) 
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iv. Earnings Per Share (EPS)75 
It measures the profit available to the shareholders on a per share basis. 
The flow of capital to the corporate entities under the present imperfect 
capital market conditions would be made on the evaluation of EPS. Investors 
lacking insight and detailed ir\formation about the prospect of the company 
would look upon the EPS as the best base to take their investment decisions. 
A higher EPS means better capital productivity. 
EPS= NPAH 
No. of Shares 
v. Dividend Per Share (DPS)76 
It shows the dividend paid to the equity shareholders on a per share 
basis. This ratio is a better indicator that the EPS measures what amount of 
exact profit is received by the equity shareholders. 
NPATDp 
DPS = No. of Equity Shares 
vii. Debt Equity Ratio (DER)77 
It is a popular measure of the long-term financial solvency of an 
enterprise. It reflects the relative claims of creditors and shareholders against 
the assets of the concern. The higher the ratio, the greater is the financial risk 
associated with the company. 
HER = Long term Debt 
Shareholders fund 
d. Economic Valued Added (EVA)78 
In order to overcome the limitations of accounting based measures of 
Financial Performance, Stern Steward & Co. a New York based advisory firm 
coined a modified concept of economic income in 1990 in the name of 
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company. It is the only performance parameter, which measures the creation 
of value for shareholders. Positive EVA implies that the company has been 
successful in creating value by utilizing its scarce resources in the most 
profitable way. On the other hand, negative EVA signifies that the company is 
a value destroyer. 
EVA= Operating Profit- Tax- G)st of Capital 
f. Statistical Tools Used Based on TAYFUR's Study 
The study is based on the prominent study by Altiok, Tayfur (1996) on 
"Performance Evaluation of Manufacturing System" .This study pjovides an 
introduction to techniques covering exact, approximate, and numerical 
techniques. The author has aimed to strike a balance between theoretical 
issues and the practical aspects of modeling manufacturing systems. It is 
based on operations research, using of varied statistical tools such as mean, 
CV., S.D., and regression analysis to measure the performance appraisal of 
the concerned industry or firm. 
The present study takes into account the TAYFUR's study for measuring the 
physical performance of Indian IT industry in general and Infosys in 
particular. The statistical tools used in the study are the Arithmetic Mean, 
Standard Deviation, Coefficient of Variance, Annual Growth, and Regression 
Analysis. 
L Arithmetic Mean^ 
It has been calculated by summing all the observations in a batch and 
then dividing the total by the number of items involved, i.e. 
N 
Where, 2X = Total value of the Observations 
N = No. of Observations 
a Standard Deviation: (S.D.)»° 
^ms %c 
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Economic Valued Added (EVA). EVA is a residual income measures that 
subtracts the cost of capital from the operating profits generated by the 
company. It is the only performance parameter, which measures the creation 
of value for shareholders. Positive EVA implies that the company has been 
successful in creating value by utilizing its scarce resources in the most 
profitable v^ay. On the other hand, negative EVA signifies that the company is 
a value destroyer. 
EVA= Operating Profit- Tax- Cost of Capital 
e. Statistical T o o l s U s e d 
For measuring the physical performance of Indian IT industry various 
statistical tools have been used according to the requirements and suitability. 
The statistical tools used are the Arithmetic Mean, Standard Deviation, 
Coefficient of Variance, Annual Growth, and Regression Analysis. 
i. Arithmetic Mean^^ 
It has been calculated by summing all the observations in a batch and 
then dividing the total by the number of items involved, i.e. 
N 
Where, SX = Total value of the Observations 
N = No. of Observations 
ii. Standard Deviation: (S.D.)»o 
The S.D. is a measure of the variation in the data that have been used to 
determine the percentage of data values that reside within any specified 
distance from their mean. 
a ^ ^ £ (X-XV 
N 
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Where, X-X = Deviation taken from the actual mean 
N = No. Of observation 
iii. Coefficient of Variation (C.V.)^ ^ 
The C.V. is a measure of relative variation. It expresses the standard 
deviation as percentage of arithmetic mean. 
C.V.= a xlOO 
X 
Where, a Standard Deviation 
X = Mean of the observation 
iv. Regression Technique^^ 
The most important technique used in the statistical analysis is the 
regression technique. It assumes a functional relation between the dependent 
and independent variables. If there is only one independent variable then the 
technique relevarit is known as simple regression and if there are many 
independent variables then it is known as multiple regression. In this study, 
simple regression technique has been used. The single variable regression 
takes the linear form of functional relations like: 
Y=a+bX 
Where, Y is the dependent variable, 
X is the independent variable, 
b is the slope of the straight line, 
a is the Y- intercept. 
For the test of hypotheses the standard t-test is done to find out 
whether the coefficients and intercepts are statistically significant or not at 5% 
significance level. The regression estimators are tested by F-test at 5% level. 
The goodness of fit has been hypothetical by above 50%, as the rule in general 
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R square with higher value will indicate stronger dependence of dependent 
variable. 
8. S ign i f i cance a n d Ut i l i ty of the S tudy 
The growing performance of industry, sector and a firm is the result of 
interaction between a large number of technological, economical and political 
phenomena. The augmenting performance is rightly equated with economic 
progress compatible with social justice. The study has undertaken to assess 
the growth and development of IT industry in India in the post economic 
liberalization regime. The utility of the study related to performance 
evaluation IT industry and a case of Infosys can be seen from its enormous 
significance for the national economy. In the post- liberalization era, this 
industry has surfaced on the horizon of the economy as flagship industry. IT 
in India as well as the world over is now considered a magical hand, which 
shapes today's business world. In the fulfillment of cherished India Vision 
2020, IT is contemplated as a cardinal force. The study identifies as to what 
are the problems facing IT industry in India and the means to tackle them to 
boost its performance in future for sustained global competitiveness. 
9. C o n c l u s i o n 
In fine, Indian IT industry is a boon of liberalization and globalization. 
India has shown remarkable progress in the sphere of IT industry. In other 
words, Indian IT industry is fast shaping the destiny of global economy. The 
pre dominance of IT industry in the last decade of the 20* century has 
attracted the attention of the corporate and government alike. Indian IT 
industry has the promise for tomorrow in terms of rising revenue, exports 
and huge employment generation. The next chapter of this study would deal 
with the business environment, evolution and revolution of Indian 
Information Technology Industry in India since economic liberalization. 
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Chapter- 2 
Perspectives On Information Technology (IT) Industry In 
Globalizing Indian Economy 
1. Introduction 
In the previous chapter, a detailed account was rendered with regard 
to the statement of problem, review of literature on the subject matter, scope 
and objectives of the study and the hypotheses along with the research 
methodology, scope and significance of the study. The chapter also dealt with 
the measures for the performance evaluation of Information Technology 
Industry in India since economic liberalization with a case study of Infosys 
Technologies Limited. The present chapter entitled, "Perspectives on 
Information Technology Industry in Globalizing Indian Economy," is divided 
into two sections. Section-A is devoted to study the business environment for 
IT industry in India and the second section of this chapter deals with 
evolution of Indian IT and its rapid growth and development bringing 
revolution in the realm of Information Technology industry in India since 
economic liberalization. 
Section - A 
2. Business Environment For Information Technology (IT) 
Industry in India 
The business envirorunent in particular moulds business decisions and 
in general the business strategies. Business environment consists of all those 
factors that have bearings on the business. Just as the survival and success of 
any individual depends on his capacity likewise survival and success of a 
business industry depends on its strength and its adaptability to the 
environment and extent to which the environment is favorable to the 
development of the organization.^Even in this globalization era domestic 
business is affected by certain global factors. The global environment refers to 
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those global factors, which are relevant to business, such as the WTO 
Principles and Agreements, other International Conventions, Treatise, 
Agreements, Declarations and Protocols.^ 
The Government of India has announced IT as a thrust area in the New 
Economic Policy (NEP) in July 1991. Accordingly, it is providing far more 
liberal policy framework for this sector. Major Laws and Regulations that 
affect the IT industry are listed in this section. One of the major factors of 
excellent and consistent growth of Indian software industry can be attributed 
to continuous liberalization of policies of the government of India. The 
government has worked in close co-operation over a long time for forming 
and implementing these policies. During 1991, the government for the first 
time, announced income tax exemption from profits of software exports. 
Later, the government, systematically and gradually, reduced import duty on 
computer software from a high of 114 percent to nil. Copyright laws have also 
been amended. We are enlisting here, some of the fiscal and non-fiscal 
incentives provided by the government of India to IT industry.^ 
From the mid of 1980s the government of India has been n\aking 
utmost effort for the promotion of IT Industry in the country. India is on a 
verge of becoming a global hub of IT industry as these industries are on a fast 
track in India. The government has forniulated some regulations and policies 
to move in the accelerated direction, which are briefly discussed as under in 
this part of the study. 
The advancement of Information Technology has a profound impact 
on the country's economy and the quality of human life. The IT industry has 
contributed around 3.82 percent share in India's GDP in 2003-04 as compared 
to 1.22 percent share in 1997-98, an increase of about 2.6 per-cent over the 
span of almost of quinqunnial period. The industry also registered US$ 21.5 
billion revenue earning during 2003-04. The IT industry in India has shown 
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tremendous growth, which is far greater than any other industry of the 
economy during the period under study. 
a. Setting Up an IT Company in India^ 
Setting up of IT operations in India has certain rules, regulations and 
guidelines for interested individuals/ companies, which are briefly explained 
as under: 
(i). General Indian Citizer^ Company 
An individual Indian citizen can set up IT software and services 
operations in India through the following: 
As an Individual/ Proprietor / Partnership/ Firm/ Trust / Company 
registered under the Companies Act, 1956. No prior permission of the 
government of India is required to set up IT/ Software units in India. 
(ii) Overseas Company 
A foreign company or individual planning to set up business 
operations in India can do so as under: 
As a foreign company through a Liaison Office / Representative Office, 
Project Office, Branch Office, an Indian company through a Joint Venture or a 
Wholly Owned Subsidiary. 
A. Liaison Offic^Representative Office 
A liaison office is not allowed to undertake any business activity in 
India and earn any income here. The role of such offices is limited to 
collecting information about possible market opporturuties and providing 
information about the company and its products to prospective Indian 
customers. The Foreign Exchange Management Act (FEMA) regulates the 
opening and operation of such offices. Also, approval of Reserve Bank of 
India (RBI) is required for opening of such offices. Permission for such offices 
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is initially granted for a period of three years and may be extended from time 
to time. 
B. Project Office 
Foreign companies planning to execute specific projects in India can set 
up temporary project/ site offices in India with the approval of RBI. Such 
approval is generally accorded in respect of projects approved by designated 
authorities or projects financed by an Indian batiks/ financial institutions or a 
multilateral/ bilateral international financial institution. The tenure of the 
office is dependent upon the duration of the project and normally approval is 
not accorded for more than 3 years. Further, a separate approval is required 
for each project proposed to be undertaken. 
C. Branch Office 
Foreign con\panies may set up Branch offices in India, vv^ ith the 
permission of RBI, for the following purposes: 
• To represent the parent company/ other foreign companies in various 
matters in India e.g. acting as buying/ selling agents in India. 
• To conduct research work in the area in which the parent company is 
engaged provided the results of the research work are made available to 
Indian companies. 
• To undertake export and import trading activities 
• To promote possible technical and financial collaborations between Indian 
companies and Parent/ Overseas group companies. 
• Rendering professional or consultancy services or services in Information 
Technology and development of software in India. 
• Rendering technical support to products supplied by the Parent/ Overseas 
Group Companies. 
A branch office is however not permitted to carry out manufacturing 
activities on its own 
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(iii). As an Indian Company 
A foreign company can commence operations in India through 
incorporation of a company under the provisions of Indian Companies Act, 
1956. Foreign equity in such Indian companies can be up to 100 percent 
depending upon the business plan of the foreign investor, prevailing 
investment policies of the government and on receipt of requisite approvals. 
(iv). Joint Venture with an Indian Partner 
Foreign companies can set up their operations in India by forming 
strategic alliances with Indian partners. Foreign investments are approved 
through two routes as under: 
Automatic Route: Approvals for foreign equity up to 26 percent, 50 percent, 51 
percent and 74 percent are given on an automatic basis subject to fulfillment 
of prescribed parameters in certain industries as specified by the Government. 
The RBI accords automatic approval to all such cases. 
Government Approiml: Approval in all other cases where the proposed foreign 
equity exceeds 26 percent, 50 percent, 51 percent or 74 percent in the specified 
industries or if the industry is not in the specified list, it requires prior specific 
approval from Foreign Investment Promotion Board (FIPB). 
(v). Wholly Owned Subsidiary (WOS) 
The foreign investor has the option of setting up a Wholly Owned 
Subsidiary (WOS), wherein the foreign company owns 100 percent share of 
the Indian company. Foreign investments may be approved through the 
Automatic Route or the Goverriment Approval. Automatic route is available 
for establishing WOS in the Information Technology sector. 
b. Establishing outside India ^ 
A person resident in India (including an Indian company) may make 
direct investment outside India subject to approval by the RBI. The RBI has 
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granted general permission to any person resident in India to make 
investment in overseas JV/ WOS subject to inter-alia the following conditions: 
• The total financial commitment of the Indian party in the JV/ WoS shall not 
exceed US $100 million or its equivalent in any one financial year. 
• The investment should be in an entity engaged in the same core activity as is 
carried on by the Indian company. 
(i). Investments Abroad by a Firm in India 
A firm in India registered under the Indian Partnership Act, 1932, may 
apply to the RBI for permission to invest abroad to the extent and in the 
manner specified in the case of companies. 
(ii). Investments by Partnership Firm without Prior Approval of RBI 
A partnership firm registered in India and engaged in providing 
specified professional services can investment in foreign concerns engaged in 
similar activity without prior approval of the RBI subject to following 
conditions: 
• Investment is made by way of remittance from India and/ or capitalization of 
fees/ other entitlements due to it from such foreign concerns; 
• Such investments do not exceed US$ 1 million or its equivalent in one 
financial year; and 
• The partnership firm is a member of the respective AU India professional 
organization/ body. 
• The partnership firm is required to furnish prescribed report to the RBI 
within 30 days of making such investments. 
c. Income Tax ^ 
As per the provisions of section 80HHE of the Income tax Act, 1961, 
profits derived from export/ transmission outside India of computer software 
or provision of technical services outside India in connection with 
development/ production of computer software are exempt from tax up to a 
(45) 
Perspectives on IT Industry in Globalizing Indian Economy 
specified limit. Percentage of profits that can be claimed as a deduction under 
section 80HHE of the Act is as follows: 
Financial Year Amount of Deductions 
Financial Year 2001-02 70 percent 
Financial Year 2002-03 50 percent 
Financial Year 2003-04 30 percent 
Financial Year 2004-05 Onwards No deduction 
The Central Board of Direct Taxes (CBDT) has notified a number of 
Ir\formation Technology Enabled Services (ITES) such as back office 
operations, call centers, data processing, revenue accounting, payroll, medical 
transcription, insurance claim processing, content development and 
animation, website services, etc in respect of which deduction under section 
80HHE of the Act can be claimed.^or individuals buying IT products 
including computer, the expenditure shall be deductible under Section 88 of 
the Income Tax Act. No gift tax shall be charged for the giver or Income Tax 
for the receiver on PCs up to Rs. 30,000 of the original purchase price.^ 
Depreciation on Computers and Computer Software 
As per the provisions of the Income Tax Act, annual depreciation on 
computers and computer software can be claimed at the rate of f 9 percent of 
written down value at the beginning of the relevant financial year for income 
tax purposes.^ Therefore, under the written down value method, 84 percent of 
cost of computers and software can be depreciated in first 2 years.^o 
d. Excise Duty " 
Computer software attracts 'nil' excise rates (duty). Excise duty is 
exempted on goods purchased from the Domestic Tariff Area (DTA) by units 
in 100 percent Export Oriented Units (EOUs), Export Promotion Zone (EPZs), 
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Banking Related Issues ^^  
IT software and services industry shall be treated as a Priority Sector 
by the commercial banks. This would help to meet the requirements of 
IT software and services exports, and also the IT industry and 
applicatioris within the country. Major banks will be advised to create 
specialized IT financing cells in important branches, where IT Software 
and Services units are sufficiently large in number. The Ministry of 
Finance will monitor performance in this dimension. 
Against the estimate of Rs. 400 crores of working capital for the 
industry, the amount shall be increased to around Rs. 1200 crores 
subject to the broad criteria of pro-rata increase for the prospective 
requirements 24 months ahead as compared to the actual of the current 
requirements at any given time. 
Bank lending to IT Software and Services exporters shall be made 
eligible for RBI refinancing with sufficiently low interest rates. 
The banks shall be allowed to invest in the form of equity in dedicated 
venture capital funds meant for IT industry as part of the 5 percent of 
increment in deposits currently allowed for shares. 
Banks/FIs like ICICI, IDBI, UTI and SBI shall set up joint ventures with 
Indian or foreign companies for setting up of at least four different 
venture capital dedicated funds of a corpus of not less than Rs. 50 
crores each to cater to the credit need of the industry. 
Banks will be advised to sanction working capital finance to IT 
companies engaged in software services, project services and software 
products. 
For Credit facilities up to Rs. 10 crore. Banks will have freedom to 
sanction credit facilities by way of cash credit facility or overdraft. 
For Credit facilities above Rs. 10 crore. Cash credit component will be restricted 
to 20 per cent of the aggregate credit limit after excluding export credit 
sanctioned with the balance being disbursed as a demand loan component. 
RBI may on an application by an Indian software company permit resident 
employees of the company (including working directors) to purchase foreign 
securities under ADR/ GDR Linked Stock Option Schemes. However, 
consideration for such purchase should not exceed USD 50,000 or its equivalent 
in a block of 5 calendar years. 
RBI has clarified that International Credit Cards, ATM Cards, Debit Cards can 
be used on the internet for any purpose for which foreign exchange can be 
purchased from an authorized dealer in India such as import of books, 
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purchase of software by downloading from the internet and any other item 
permitted to be imported under the EXIM policy.^s 
f. Custom Related Issues "^^  
The Department of Revenue, Ministry of Finance, Government of India 
has issued Customs Notification No 21/ 2002 dated March 1, 2002 that inter 
alia exempts the following goods from customs duty: 
• Information Technology Software Products 
• Document of title conveying the right to use Information Technology 
Software; and 
• CD-ROMs contairung books of educational nature, journals, periodicals 
or newspapers. Customs duty on import of CD-ROMs or Optical Disc 
Media or Magnetic Media containing text, data or multimedia, as 
content shall be charged only on the media and not on the contents. 
Duty exempted on import of second hand computers/ computer 
peripherals received by schools as donation from a donor outside India 
g. Exim Policy ^^  
• Exim Policy allows import of all kinds of computers in India without 
obtaining any licenses. Prior to 1999, this was not allowed. 
• Capital goods can be imported free of cost or on loan from clients for 
approved activity by EOUs and units operating in EPZ / STP / EHTP. 
• 5 per cent Duty EPCG Scheme for software sector (minimum threshold 
of capital goods of Rs.lO lakhs removed). 
• Duty free imports of capital goods on loan by units located in EOU / 
EPZ / EHTP / STP units. 
• Units located in EOU / EPZ / EHTP / STP are permitted to import 
goods, including capital goods, free of cost or on loan from their 
clients, subject to various stipulations of re-export. 
• Imported IT Products shall be permitted to be taken out of bonded 
offices or out of Electronics/IT Units under EOU/EPZ/STP/EHTP 
Schemes after a period of 2 years from the date of import if these are 
donated to recognized educational institutions, Goverrunent 
organizations and registered charitable hospitals, etc., as defined in the 
Clause 9.19 of the Handbook of Procedures (Volume I) of the EXIM 
Policy through a customs notification. 
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• The value limit for import of IT Products including personal computers 
shall be reduced from Rs. 1.50 lakhs (c.i.f) to Rs. 70,000 (c.i.f). 
• Private and public organizations providing IT infrastructure shall be 
included for duty exemption for importing capital goods. Such service 
providers, in view of such capital goods imported, shall undertake the 
export obligations as provided for import of capital goods in the EPCG 
Scheme. 
• Export of IT products through courier will be made possible and duty 
draw back for this will be permitted. 
• For exports of IT products to Russia and other CIS countries, the 
following relaxations will be allowed under the EXIM policy: 
i) Export of goods against non-convertible currency will be counted 
towards discharge of export obligations under various schemes of 
the EXIM Policy. 
ii) DEPB will be given at the rate of 70 per cent entitlement for exports 
under rupee payment 
• Under DEPB Rupee trade arrangement, IT Software, IT Services and IT 
product export to Russia shall be permitted with promotional support 
given by the Electronics and Software Export Promotion Council 
(ESC), STP, etc. 
h. Indian Companies Act 1956 ^^  
• Dollar Linked Stock Options to employees of Indian Software 
companies were announced in the 1998 Budget and detailed guidelines 
on this have been issued by Ministry of Finance. 
• Employee Stock option schemes for stock listed in India would also be 
encouraged. Also, clarification shall be issued that income tax is 
applicable only at the time of sale and not at the time of excise of 
option. 
• Acquisition of overseas IT Company, as per RBI norms, will not require 
any separate permission from the Departnient of Company Affairs 
under Section 372 of the Companies Act, 1956. 
i. Labour Laws ^^  
As the Indian IT product industry will increasingly have to compete 
with countries like Taiwan, Singapore, Korea and Philippines, the Indian 
Labour Laws in this limited sector should not be adverse as compared to the 
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Labour Laws in the competing countries. In view of this, the following 
modifications in the Labour Law specifically applicable to the IT Products 
manufacturing sector, has enacted in S-BIT Units/Zones/Habitats with due 
consideration to the ILO recommendations. 
• Women shall be allowed to work in three shifts subject to provisions of 
all the ILO specified conveniences including transportation from and to 
the doorsteps of the employee. 
• Temporary status will apply for 720 days out of 3 years instead of 240 
days out of one year as per the existing labour laws. 
• In order to be able to run 3-shift/4-shift operations, labour law should 
allow up to 12-hour shifts without overtime as long as total number of 
hours worked per week averages the current norms of 48 hours per 
week. 
• Tele communicating is recognized as a new modality of doing work in 
an office and labour laws accommodating the same shall be enacted. 
An option shall be given to employees, where feasible and efficient, to 
accomplish part of their work through telecommuting in the 
framework of 'Management by Objectives' (MBO). 
j . Investment Policy ^^  
• Automatic approval for foreign equity up to 100 percent in the IT 
sector. 
• 100 percent equity participation permitted for NRIs. 
• A foreign collaborator who has a previous venture / tie up in India in 
the IT sector does not require an objection certificate from the erstwhile 
Indian partner for establishing another venture. 
• A number of states have developed their own IT policies to promote 
the development of the IT sector 
k. Indian Copyright Act 1957 ^^  
'Computer Programme' has been included in 'Literary Works'. As per 
provision in India Copyright Act 1957 and as amended in 1994-95, any person 
who knowingly makes use on computer of an infringe copy of computer 
programme shall be punishable with imprisonment for a term which shall not 
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be less then 7 days but which may exceed to 3 years and with fine which shall 
not be less then Rs. 50,000 but which may extend to Rs.2 Lacks. 
1. Other Government Schemes 
The government in its national Agenda has recognized IT as important 
vehicle in the development of the country. Recognizing the special 
advantages and opportunities in India, many leading IT multinationals has 
set up operation in India. These include IBM, Novell. Microsoft, Oracle, Sun 
Microsystems, Dell, Unisys, Apple, Citibank, AT & T, Fujitsu, SAP, Quark, 
Adobe, Codence, Motorola, Digital, HP, Mantra Online, Citel, Framatone, 
Alcatel, Siemens, MEC, Ericsson, Bell Serth. 
According to a World Bank study, India is the preferred location for 
software vendors for its quality and cost. India has a strong Unix base, which 
provides opportunities for the development of products for Internet based 
applications. Further, India has globally connectivity with international 
dialling facility from over 13,220 locations. Leased/Switched higher speed 
data links from major centres through STPs and VSNL for point-to-point 
communication are also available. Internet connectivity is provided through 
several networks and there is a number of private Internet Service Providers 
(ISP). Given the availability of relatively cheap and high quality human 
resources, India is the second largest english speaking population in the 
world and its location in the convenient time zone. According to a recent 
Merrill Lynch Survey, 46 per-cent of US fortune 500 companies have evinced 
keen interest for outsourcing in India in future. 
According to research conducted by International Management 
Consultancy major Jones Lang La Salle, India has the lowest average wages 
rates of US $ 33.75 per week in the Call Centre Industry compared to the US $ 
400 per week in USA and US $ 470 per week in the Australia.In order to 
promote the quality movement in India, particularly among the software 
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vendor community, the governn:\ent has taken various initiatives. These are as 
follow^s: -
1. The licensing arrangement entered into by the Ministry of Information 
Technology with SET Carnegie Mellen University, US. 
2. The availability of special software licenses for software companies 
that have acquired the equity status of ISO 9000, SEI CMM level 2 and 
above or equivalent certificate. Eligible companies are being given 
these licenses by the Directorate General of Foreign Trade (DGFT), 
Ministry of Commerce. NASSCOM has formed a special group of 
software companies to interact with the International Software 
Benchmarking Standard Group (IBSG) for providing greater visibility 
to the achievements of projects undertaken by Indian companies.^o 
To encourage units in this sector. Government of India has announced 
many schemes: 
(i) Special Economic Zones (SEZs): SEZs are areas where export production 
can take place free from plethora of rules and regulations governing imports 
and exports. Units operating in these zones have full flexibility of operations 
and can import duty free capital goods and raw material. The movement of 
goods to and from between ports and SEZ are unrestricted. The units in SEZ 
have to export the entire production. The first two SEZs are being set up at 
Positra in Gujarat and Nangunery in Tamil Nadu. At the same time, 
Santacruz Electronic Export Promotion Zone, Kandla Export Promotion Zone, 
Vizag Export Promotion Zone and Cochin Export Promotion Zones have been 
converted to SEZs. i^ 
Units in SEZ have also been permitted to issue equity shares to non-
residents against import of capital goods subject to the valuation of shares 
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being verified by a Committee consisting of the Developnient Conunissioner 
and the appropriate Customs Officials.22 
(ii) 100 Percent Export Oriented Unit (EOU): This is similar to SEZ scheme. 
But in this scheme, there is no need to be physically located at SEZ. All other 
incentives are same as provided to SEZ units. ^ 
(Hi) Software Technology Park (STP): This is a very special scheme under the 
Ministry of Information Technology. STPs are located at Noida, Navi 
Mumbai, Pune, Gandhinagar, Hyderabad, Bangalore, Chennai, 
Bhubaneshwar, Jaipur, Mohali and Thiruvanathapuram. This scheme offers 
zero import duty on import of all capital goods, special 10 years income tax 
rebate, availability of infrastructure facilities like high-speed data 
communication links, etc. 
Units in STPs have been permitted to credit up to 100 per cent of their 
export receipts in their EEFC accounts as against the existing eligibility of up 
to 70 per cent.24 
m. Venture Funding in India 
With Information Technology becoming the new mantra in India, 
Venture Capital has become more of an institutionalized industry. Financed 
and managed by successful entrepreneurs and professional, sophisticated 
investors, this industry are a smooth blend of risk financing and hand holding 
of entrepreneurs. Apart from financial support, venture capitalists provide 
networking, management, and marketing support as well. The government 
aims to make India as one of the top 5 locations for creation of technology 
ventures in the world and to ensure that the necessary venture capital funds 
flow in to the country 25. India's success story in the area of information 
technology has amply demonstrated that there is tremendous scope for the 
growth of knowledge-based industries 26. With technology and knowledge 
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based ideas set to drive the global economy in this millennium, and given the 
inherent strength by way of its human capital, technical skills, cost 
competitive workforce, research and entrepreneurship, India can unleash a 
revolution of wealth creation and rapid economic growth in a sustainable 
manner. However, for this to happen, there is a need for risk finance and 
venture capital environment, which can leverage innovation, promote 
technology and harness knowledge based ideas. -^^  
n. Protecting Intellectual Property Rights (IPRs) 
Software is one of the most valuable technologies of the Information 
age, running everything from PCs to the Internet. Computer software affects 
every aspect of our lives, but most sigruficantly the way we communicate. 
With the touch of a button or the click of a mouse, information is transmitted 
across the globe. With each passing year, software evolves into a faster, more 
sophisticated, versatile and easy-to-use technology. Computer software 
allows companies to save time, effort and money. Home software now 
includes a wide array of programs that enhance the user's productivity and 
creativity. And computer graphics have turned PCs into a veritable inventive. 
The industry thrives on original software packages that are paid for and from 
these not only the soft\ are publishers stand to benefit but users too.^SBut 
unfortunately, because most software is highly valuable, and computers make 
it easy to create an exact copy of a program in seconds, software piracy is 
widespread. From individual computer users to professionals who deal 
wholesale in stolen software, piracy exists in homes, schools, businesses and 
government. 
(i). IPR Law in India 29 
In India, the Intellectual Property Rights (IPRs) of computer software is 
covered under the Copyright Law. Accordingly, the copyright of computer 
software is protected under the provisions of Indian Copyright Act 1957. 
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Major changes to Indian Copyright Law were introduced in 1994 and came 
into effect from 10 May 1995. These changes or amendments made the Indian 
Copyright law, one of the toughest in the world. The anaendments to the 
Copyright Act introduced in June 1994 were in themselves, a landmark in the 
India's copyright arena. Because most software is easy to duplicate and the 
copy is usually as good as original, the Copyright Act was greatly in demand. 
According to this Act, the infringer can be tried under both civil and criminal 
law. 
According to section 14 of this Act, it is illegal to make or distribute 
copies of copyrighted software without proper or specific authorization. The 
only exception is provided by section 52 of the Act, which allows a backup 
copy purely as a temporary protection against loss, distribution or damage to 
the original copy. The 1994 amendment to the Copyright Act also prohibits 
the sale or hiring, or any offer for sale or hire of any copy of the computer 
program without specific authorization of the Copyright holder. The Anti-
Piracy raids facilitated by Nasscom and Business Software Alliance (BSA) 
over the last few years in metros as well as smaller cities have already had 
salutary effect. The law enforcing authorities too supported these raids 
actively. 
(ii). Anti-Piracy Activities o^ 
Government with the help of Nasscom has launched many initiatives 
to deter and discourage piracy over the past few years. Some of these include: 
• Removal of import duty on software 
• Extensive Media campaign against piracy 
• Software Management Seminars for EDP managers at metro cities 
• Strict implementation of Code of Conduct for member companies of 
Nasscom 
• Awareness and trairung programs for police officers and law 
enforcement authorities 
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• Distribution of brochures and stickers explaining about "Software 
Piracy and the Law" 
• Anti-Piracy Billboards, Hotline for piracy complaints 
(Hi). Anti-Piracy Hotline i^ 
It is generally agreed that one of the most important factors in 
legalizing a market is providing public access to Information. In 1994, 
NASSCOM along with Business Software Alliance (BSA) had setup the Anti-
Piracy (Hotline) - at New Delhi. 
This hotline is providing following services-
• It provides the caller all possible iriformation on sources and retail 
outlets, wherein the caller can purchase legal copy (ies) of particular 
software 
• It provides information on various aspects of Copyright Act in India 
• It provides the caller, information on legal use of software 
• It receives information on suspected incidents of software piracy. This 
information is passed on to the affected / concerned member 
company. 
o. Information Technology Act 2000 3^  
The arrival of the Internet and the World Wide Web made it possible 
for people to communicate and transact over cyber space. It was a 
revolutionary step for humanity, but it also created a significant need for the 
regulation and governance of these activities, a requirement that lead to the 
creation and implementation of cyber laws across the globe. India became the 
12th nation in the world to adopt a cyber law regime during 2000. 
The country's cyber laws are contained in the Information Technology 
Act 2000. The Act came into effect following the clearance of the Information 
Technology Bill 2000 in 9* May 2000 by both the houses of the Parliament. 
The Bill received the assent of the President of India in August 2000 (IT Act 
2000). The IT Act 2000 aims to provide the legal infrastructure for e-commerce 
in India. 
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This Act can be summarized as: -
1. Any subscriber may authenticate and electronic record by affixing his 
digital signature. 
2. Legal recognition of electronic records. 
3. Legal recognition of digital signatures. 
4. Use of electronic records and digital signatures in government and its 
agencies are allowed. 
5. Publication of rule, regulation etc. in electronic gazette is legal. 
6. Attribution, acknowledgement and dispatch of electronic goods are 
permitted. 
7. Appointing the certifying authority to follow certain procedures. 
Certifying authority will issue digital signature certificate. 
8. Penalty for damage to computer, computer system or computer network 
will be applicable to a person or group of persons responsible for it. 
9. Penalty will be also applicable to any person for failure to furnish 
information, return. 
10. Dealing with offences as -
a. Tempering with computer source document shall be punishable with 
imprisonment up to 3 years or with a fine up to Rs. 2 lakhs or both. 
b. Hacking with computer network shall be punishable with 
imprisonment up to 3 years or with a fine up to Rs. 2 lakhs or both. 
c. Publishing of information, which is observed in electronic form, shall 
be punishable up to 5-10 years. 
p. National Task Force on Information Technology 3^  
IT Action Plan (Part - I) 
Software Development 
The Government of India, recognizing that the impressive growth the 
country has achieved since the mid-Eighties in Information Technology has 
resolved to make India a Global IT Superpower and a front-runner in the age 
of Information Revolution. The Government of India considers IT as an agent 
of transformation of every facet of human life, which will bring about 
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knowledge based society in the twenty-first century. As a first step in that 
direction, the following revisions and additions are made to the existing 
Policy and Procedures for removing bottlenecks and achieving such a pre-
eminent status for India. The National Task Force on Iriformation Technology 
was set-up by the Prime Minister in May 1998. The task force submitted three 
reports. The first report containing Information Technology Action Plan I in 
the form of 108 recommendations and was accepted by government and 
notified in the Gazette of India dated 25.07.1998. The revisions and additions 
are aimed at accomplishing the following basic objectives: 
i) Info-Infrastructure Drive: Accelerate the drive for setting up a World class 
Info Infrastructure with an extensive spread of Fibre Optic Networks, Satcom 
Networks and Wireless Networks for seamlessly interconnecting the Local 
Informatics Infrastructure (LII), National Informatics Infrastructure (Nil) and 
the Global Informatics Irifrastructure (Gil) to ensure a fast nation-wide onset 
of the INTERNET, EXTRANETs and INTRANETs. 
ii) Target ITEX - 50: With a "potential 2 trillion dollar Global IT industry by the 
year 2008, policy ambiance will be created for the Indian IT industry to target 
for a $ 50 billion annual export of IT Software and IT Services (including IT-
enabled Services) by this year, over a con mensurately large domestic IT 
market spread all over the country. 
iii) IT for all by 2008: Accelerate the rate of PC / set-top-box penetration in 
the country from the 1998 level of one per 500 to one per 50 people along with 
a universal access to Internet / Extranets/ Intranets by the year 2008, with a 
flood of IT applications encompassing every walk of economic and social life 
of the country. The existing over 600,000 Public Telephones / Public Call 
Offices (PCOs) will be transformed into public tele-info- centers offering a 
variety of multimedia Information services. Towards the goal of IT for all by 
2008, policies are provided for setting the base for a rapid spread of IT 
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awareness among the citizens, propagation of IT literacy, networked 
Government, IT-led economic development, rural penetration of IT 
applications, training citizens in the use of day-to-day IT services like tele-
banking, tele-medicine, tele-education, tele-documents transfer, tele-library, 
tele-info-centers, electronic commerce. Public Call Centres, among others; and 
training, qualitatively and quantitatively, world class IT professionals. 
Following are the some important recommendations: -
1. Providing access to Internet through authorized cable T.V shall be 
permitted to any service provider without additional licensing. 
2. For setting up ISP operations by companies, there shall be no license 
fee for first five years and after five years a nominal license fee of one 
rupee will be charged. 
3. Public Tele Info Centres (PTIC) having multi media capability specially 
ISDN services, remote data base access, government, community 
information system, market information, desktop video-conferencing 
and web access services shall be permitted and encouraged by the 
government. 
4. An IT course module shall be made a compulsory component of all 
degree courses with in a short period. 
5. Government shall encourage the setting up of value-added network 
services including ATMs, Electronic Kiosks, Smart Cards etc for 
providing a " one-stop non-stop" services to the public. 
IT Action Plan - II 
New Policy Paradigm for the Information Technology (IT) Hardware 
Industry 
The Hardware Industry and the Software Industry are two sides of the 
same gold coin representing India emerging as a Global IT superpower. The 
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Government of India approved the 108 recommendations covering IT 
Software and associated services. The second integral part of this exercise is 
the matching policy framew^ork for the IT Hardv^are and associated services. 
The success of one, v^hether it is the export of software of $ 50 billion by the 
year 2008 or IT penetration drive for realizing IT for all by 2008, depends on 
the concomitant success of the other which calls for the creation of policy 
ambiance for the IT hardware industry. 
Techno-economists pose the obvious question: Given the same degree 
of incentives and simplification of procedures bestowed on the software 
industry, there is a feasible policy regime which can give similar buoyancy to 
the Indian IT Hardware Industry in spite of the relatively higher capital 
intensiveness of the industry as a whole, without conflicting with the growth 
of the Software and IT Services industry. The second integral part of this 
exercise is the matching policy framework for the IT hardware. Government 
approved 84 recommendations, known as IT Action Plan-II. The following 
are some important recommendations — 
1. All IT products and their parts imported for manufacturing will be exempted 
from special additional duty (SAD) with immediate effects. 
2. IT product manufacturing zones will be accorded priority status and will be 
free from power cut and load shedding wherever technicall) and economical 
feasible. 
3. Export of IT products through courier will be made possible and duty 
drawback for this will be permitted. 
4. Ministry of Finance will notify the IT product sector as a priority sector for 
investment by FIIs. 
5. Government purchase and disposal procedures for IT products shall be 
simplified in due recognition of the fast change in technology. 
q. World Trade Organization (WTO) and General Agreement on 
Information Technology ^ 
The Information Technology Agreement (ITA-I) of the WTO (World 
Trade Organization) to which India is a signatory, makes it mandatory to 
make the customs duty zero on select imported electronics components and 
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products. Accordingly, the Government of India has been reducing customs 
duties on these items gradually over the last five years and the customs duty 
applicable on 217 tariff lines will be eliminated from the year 2005. 
(i). Ministerial Declaration at Singapore 
The Ministerial Declaration on Trade in Information Technology 
Products under Information Technology Agreement (ITA) v/as concluded at 
the Singapore Ministerial Conference in December 1996. At that time 29(1) 
(including the 15 EC member states) countries or separate customs territories 
signed the declaration. However, it was still unclear at that time whether the 
provisions of the Declaration would come into effect, as the Declaration 
stipulated that participants representing approximately 90 percent of world 
trade would have to notify their acceptance of the ITA by 1 April 1997. The 
original 29 signatories did not reach this 90 percent trade coverage criteria, as 
they collectively only accounted for 83 percent of world trade in information 
technology (IT) products. However, in the ensuing months after the Singapore 
Ministerial and leading up to 1 April 1997, a number of other countries to 
expressed an interest in becoming participants in the ITA and notified their 
acceptance. Thus, the 90 percent criteria had been met and the ITA entered 
into force with the first staged reduction in tariffs occurring on 1 Jrly 1997. 
(ii). Basic Principles of the ITA 
The ITA is solely a tariff cutting mechanism. While the Declaration 
provides for the review of non-tariff barriers (NTBs), there are no binding 
commitments concerning NTBs. There are three basic principles that one must 
abide by to become an ITA participant: 
1) All products listed in the Declaration must be covered, 
2) All must be reduced to a zero tariff level, and 
3) All otiher duties and charges (ODCs) must be bound at zero. 
There are no exceptions to product coverage, however for sensitive 
items; it is possible to have an extended implementation period. The 
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commitments undertaken under the ITA in the WTO are on an MFN basis, 
and therefore benefits accrue to all other WTO Members. 
The declaration provides in principles for the staging in of concession 
in equal rate reduction based on following time frame. 
1st- ljulyl997 
2"-^ - ljanuaryl998 
S'-d- ljanuaryl999 
4*- Complete elimination of duties no later than 1 January 2000 
(Hi). Some More Points Related to Information Technology Agreement^^ 
• IT Software shall be entitled for zero customs duty and zero excise 
duty. 
• Duty shall be brought down to zero by 1 January 1999 
• Out of the 217 items listed in ITA-1, 94 items, which were proposed 
earlier for zero duty by 1st January 2000, shall now be advanced to 1st 
January 1999. 
• The remaining items earlier proposed for zero duty by the 1st January 
2003/2004/2005 shall now be advanced to 1 January 2002. 
• Concomitantly, the following schedule will be adopted: 
• Duty on Capital Goods for the manufacture of items, wherever 
applicable, becomes zero by 1 January 2000. 
• Inputs/raw materials for the manufacture of the items, wherever 
applicable, becomes zero by 1 January 2001 
• Dual-purpose items will be taken care of, wherever applicable, by 
allowing duty drawback benefits or by treating the supplies to the IT 
industry as deemed exports. 
• Zero excise duty is concomitant with zero Customs duty with in-phase 
reduction. Additionally, other suitable supportive measures shall be 
taken to encourage Indian hardware industry to become globally 
competitive in the light of the revised WTO-ITA schedule. 
• The Anti-dumping provisions in WTO agreement, as reflected in the 
Indian Laws applicable with effect from 1-1-1995 and subsequent 
amendments, will apply to all IT products except software. 
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Section-B 
Evolutions and Revolutions of Information Technology 
Industry in India 
Business services have drastically changed by incorporating IT in its 
ambit because it cuts both costs, time and thus improve product quality and 
performance. Another feature of Information Technology is its 
impermanence; no technology is subject to as profound change within short 
span of time as IT. No player in this industry can afford to remain stand still. 
The Indian IT Industry has proved to be the country's fastest growing 
segment in the globally challenging economic envirorunent. The concept of IT 
became evident in India in the mid 80's and in two decades it has 
revolutionized the Indian economy. The shift from material goods to 
intangible goods is the defining feature of the new global economy. The 
country's software export for 2002-03 registered an amount of US$ 9,896 
million rising to US$ million 12,579 in the year 2003-04. According to the 
region-wise analysis conducted by the software Export Promotion Council 
(ESC), The southern region is ahead of all other regions in the exports of 
computer software which stood at Rs. 21,307 crore followed by the north 
region at Rs. 11,048 crore, western region Rs. 8,716 crore and eastern region 
Rs. 1029 crore in the year ended 2003.36 -phe Indian export is mainly in the 
areas of application development, customization, database management, 
legacy system and IT enabled services. Majority of the activities are offshore 
development. According to Nasscom, Indian IT Companies are doing 
business with 102 countries but 90 per cent of it is with USA, Japan and 
Europe.37 
Computers, in fact, began to catch the eye of Indian industry in some 
forms or the other since the 1960's. In 1960, Tata Institute of Fundamental 
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Research (TIFR) developed an automatic calculator, which they named 
TIFRAC. In the next year. Oil Multinational Standvac- ESSO hired an IBM 
1401, the first commercial computer to be installed in India, which prompted 
IBM to set up office in India.^^ 
The government of India started the process of computerization since 
1978. During 1985-90, around 50-100 districts had initiated for 
computerization. When Mr.Rajiv Gandhi, the then Prime Minister of India, 
came to power in 1985, the government of India decided to increase the space 
of IT use at the district level. The National Informatics Center (NIC), a central 
government organization was chosen to implement a national Programme 
called District Information System of National Informatics Center (DISNIC) to 
computerize all district offices.^^ Free hardware and software were offered to 
states by Plarining Commission in 1989. By 1990, each district computer was 
connected to state computer through a local dish antenna and a satellite 
communication network. The State computer in turn was cormected to 
computer in New Delhi.'^ o Commissioning nearly 500 con\puter centers and a 
countrywide network connecting these computers was a major achievement.*^ 
It is considered that the first round of the IT revolution was the 
introduction of PC's, the second round was networking and 
telecommunication and the third is going to be the convergence of the three 
existing technologies to computers, telecommunication and television. The 
concept of information super high way has almost become a reality with 
introduction of micro processor based products, which ranges from vacuum 
cleaners and air conditioners to television sets.'*^ 
In India 27 per cent of the population lives below poverty line (BPL), 51 
per cent forms the middle class and 22 per cent belongs to higher class. The 
government should at the first instance, air at 510 million strong middle 
classes on the one hand to provide a very large potential market for IT 
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products and services.'^^The present situation as regards the accessibility to IT 
in India is as under: 
Table - 2.1 
Accessibility of Information and Communication Technology in India 
(2004) 












Source: Cyber Media Research/Data Quest, Nexv Delhi, April 30, 2005, p.6 
In order to provide IT infrastructure and services to the common man, 
the working group set up by the Ministry of Information Technology in May 
2000 viewed three necessary pre-conditions.^ 
1. Availability and affordable of access devices. 
2. Establishment of commurucation and networking infrastructure 
including telecommunication network, Internet enabled cable TV 
network, and 
3. Development of IT services. 
a. Indian IT Industry - An Overview 
The Information Technology Industry is of recent origin emerging on 
business horizon in the nineties. Its growth took place only after the 
international treaty in 1994. India has a very big middle class of nearly 510 
million and there are high expectation about the growth of IT Industry. Since 
the country has a huge stock of English knowing population due to its earlier 
pre-British connection which facilitate, the adoption of software, having been 
developed in English language much more easily .^ ^ IT industry earns revenue 
from software and services, hardware and ITES-BPO. This revenue is earned 
either in the domestic market or from the export market. But export market of 
Indian software and services constitutes major portion. 
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(i). Share of Indian IT Market in GDP 
The IT Industry has shared 3.82 percent in India's GDP and earned 21.5 
US$ billion in the 2003-04. Table 2.2 shows IT Industry's share in GDP and 
revenue earnings from 1997 to 2004. It is evident from the table that IT 
industry has contributed 1.22 percent share in country's GDP in 1997-98 and 
the revenue to the tune of US$5.0 billions, which increased to 3.82 percent of 
GDP and US$ 21.5 billion revenue earnings by 2003-04.According to Delhi 
based National Association of Software and Service Comparues (NASSCOM), 
a quasi-government organization, IT has basically 3 main segments. Software, 
hardware and ITES-BPO.'*^ Therefore, in this study, all these three areas have 
been considered for the purpose of analysis. Exports of Indian IT Software 
and Services are major revenue earners whereas 64 percent of the total 
revenue of IT Industry comes from exports market and 36 percent from 
domestic market for the period under study. 
Table - 2.2 



























* IT includes Hardware, Software & Services and ITES-BPO from 
domestic and exports. 
Source: Compiled and computed from ximno.nasscom.org and 
planningcommission.nic.in (2005) 
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(ii). Total Indian IT Market from Domestic and Export 
Table 2.3 demonstrates that domestic market was the major contributor 
in 1998-99. There was the demand for PC's in the country and rising 
popularity of Internet has given the boost of IT in domestic niarket. Among 
domestic market, hardware alone contributed 20 percent out of the total 36 
percent. The export den\and of Indian software and service are however 
continuously increasing at International Market crossing the domestic market 
limit. 
Table - 2.3 
Total Indian IT Market from Domestic and Export (1998-2004) 










































Source: Compiled from "Data Quest", New Delhi, 2005 April 30,p.6 
(iii). Domestic IT Market by Key Vertical 
Table 2.4 presents data regarding the spread of IT in the different 
verticals of the Indian economy for the period from 1999 to 2004. Table reveals 
that the Banking and Financial Services verticals account for the largest share 
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of domestic IT market at 24 percent followed by telecommunication at 17 
percent, small office/house at 14 percent and government at 13 percent share. 
The BFSI verticals are the largest market contributor because of 
computerization of bank branches, installation of ATM networks and facilities 
for Internet banking. IT spending in insurance is primarily driven by office 
automation and customer relationship, management applications for 
acquiring and managing customers. Teleconununication is next major 
domestic IT market contributor registering 17 percent share during the 
referred period. Cutthroat competitions in telecommunication sector have 
thrown up multifaceted challenges. To sustain in highly competitive market, 
there is an urgent need to invest in network efficiency and infrastructure by 
the help of IT software.^'' 
Table - 2.4 







































Source: Computed from website umnv.nasscom.org 
(iv). Domestic Demand for IT Services and Software 
Indian IT vendors are increasingly turning attention to domestic 
market. The domestic market of software and services has registered US$ 3.9 
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billion during 2003-04, which has increased from US$ 2.8 billion in 2002-03 at 
26.1 percent armual growth rate. However, despite the encouraging trends, 
the domestic software market size comes down at marginal rate as compared 
to software and services exports market. It is due to a higher level of piracy, 
pressure and software prices and lower level of sophistication in IT spending 
for most Indian companies and organisations-'^^It is discernible from table 2.5 
that domestic software market was 1.9 US$ billion in 1999-2000,which has 
now reached at 3.6 US$ billion in 2003-04. It almost doubled just in a span of 
five years i.e. from 1999 to 2004. But total Domestic IT market reached at US$ 
8.2 billion with the contribution of US$ 3.6 billion from software and services, 
US$ 4.3 billion from Hardware and US$ 0.3 billion from ITES BPO during 
2003-04. 
Table - 2.5 




















Source: Compiled and computed by the Research Scholar from Nassocm's Resource 
Center (2004) through nasscom.org 
h. Indian Software Segment of IT Industry 
Indian Software industry has been a source of dynamism and 
technological innovation. It has provided demonstration effects for other 
Indian Industries in terms of export - orientation and strategic alliances. It has 
been building up India's image abroad in terms of entrepreneurial and 
technological capabilities measured by the age of many industries. The 
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software industry in India is still in its infancy, yet, its growth and 
development have caught the attention of the world market.'*^ Most of the 
largest software companies of the world such as IBM, Microsoft, Novell, 
Oracle, AT & T, CISCO and Motorola etc. have set up their development 
centers in India.^o Close to 275 Indian software companies have acquired 
international quality certificate ISO 9000 and 80 companies are under pipeline 
to acquire this quality maturity certificate.^i As far as the SEI CMM (Software 
Engineering Institute Capability Maturity Model) Level 5 certificate is 
concerned, Indian Software Industry has emerged as the real champion with 
66 Indian Companies bagging the SEI CMM level 5 certification. Only 150 
companies from all over the world have received this certificate and by this 44 
percent of total comes under the Indian shaded companies.52 According to a 
Nasscom survey there are more than 3000 companies in India engaged in the 
business of software exports of these top ten software companies such as 
accounted almost 40 percent share of software exports in 2003-04 in terms of 
revenue and share in total exports. 
(i). Top Ten Indian Software Exporters 
Table 2.6 takes into account the top 10 software exporters as per 
Nasscom ranking in 2003-04. According to the statistics available in this table, 
the Tata Consultancy Services (TCS) is the company which generated 
maximum revenue i.e. to the tune of US$ 1198.90 million followed by Infosys 
US$ 1026.0 million, Wipro US$ 854.10 million and Satyam Computes US$ 
538.60 million during 2003-04. TCS accounts 9.82 percent share of total 
software exports followed by Infosys 8.40 percent, Wipro 7.00 percent and 
Satyam Con\puter at 4.41 percent respectively. Infosys has increased its share 
by 1.93 percent compared to 6.47 percent in 2000-01. 
The Indian companies have managed to develop and design a number 
of software products in the last few years in the field of banking, finance. 
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insurance, accounting and education. Products like 'Finacle' and 'Payaway' of 
Infosys have been adopted by a large number of overseas banks across the 
world for banking, insurance and health. TCS has designed softw^are 
'Mastercraft' and has fared v^ell in Europe and US. 'Teleprodigy' and 
'Websecure' software produced by Wipro for billing system for ISPs and 
Internet security have grabbed the international market. Polaris software has 
developed 'Polaris Point' especially for retail banking and it has been received 
well in France and European countries. 
Table - 2.6 
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Source: Worked out from the data available on nasscom.org (2004) 
(it). Destination of Software Exports 
The exports of the Indian software have witnessed exponential growth 
as compared to some of the world's most sophisticated countries. According 
to Nasscom study of 2003-04, India exported software to more than 102 
countries worldwide and out of this, 59.0 percent is alone exported to North 
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America (USA and Canada), 22 percent to Europe, 16.5 percent to Asia pacific 
and rest of the world and 2.5 percent to the Japan. The share of North 
America decreased from 67.7 percent in 2002-03 to 59.0 percent in 2003-04. 
Whereas the share of Asia Pacific and ROW has increased by 7.5 percent as 
compared to 2002-03. North America has been India's biggest favourate 
export destination for the last decade. 
Table - 2.7 
Destination of Indian Software Export (1999-2004) 
(In Terms of Percentage) 
Region 
North America (USA 
and Canada) 
Europe 




























Source: Worked out from KJmn, Dr. A.Q. and Iqbal, S.M. Anas, "Indian Information 
Technology Industry - A Paragon for Global Competitiveness for Indian Economy", 
Indian Journal of Applied Economics, University of Lucknoxn, Vol.2, No.l, January 
2005 and web portal ofNasscom. 
(iii). Structure of Software Exports 
An analysis of Indian software exports shows significant shift towards 
offshore services. In the real sense, share of offshore service has gone up to 62 
per cent as against onsite service at 38 percent during 2003-04. Onsite services 
registered 56.08 percent share as compared to 38.62 percent share of offshore 
services during 2000-01 (Table 2.8). In the initial years, the reason for major 
share of onsite services was client who often showed lack of trust for Indian 
firm's credibility and perceived a higher degree of risk in sending work out 
offshore. In order to reduce the risk, they preferred to retain most of the 
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control over production by having the work carried onsite.^^ gut now this 
myth has been over, because Indian Software industry has fixed a position at 
international export market. Changes in the government ideology have 
encouraged Indian firms to undertake business activities at low risks. 
Table - 2.8 
Indian Software Exports By Delivery Models 
(1994-95 to 2003-04) 
Type of Services 
Onsite Service 
Offshore Services 


























































Source: Compiled and computed from web portal ofNasscom and Cyber Media, Nero 
Delhi 
(iv). Exports by Key Vertical 
Table 2.9 furnishes data with regard to financial services sector, 
Information Technology spending by banking, insurance companies, and the 
securities. It is evident from the table that these firms accounted for the largest 
share of Indian Software and services exports, which is around 40 percent 
followed by manufacturing telecom equipment and services provider with 
around 13 percent, manufacturing at 12 percent and retail and healthcare 
sector at 5 percent each for the period under review. Health care. 
Telecommunication, Retail and the government are emerging verticals of 
Indian software and services exports. The share of Banking and Financial 
services is increasing continuously from 35 per cent in 2001-02 to 40 percent in 
2003-04. Installation of ATMs network, systen\ selected to Credit/Debit cards 
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and facilities for Internet banking adopted almost by all the banks in India are 
the main reason attributed to overall increase in the export by key verticals. 
Table - 2.9 
Indian IT Services and Software Including ITES-BPO Exports by Key 
Vertical 
(2001-02 to 2003-04) 
Key Vertical 









































Source: Compiled from Nassocm's Resource Center (2004) 
c. Indian Hardware Segment of IT Industry 
The hardware segment is an important constituent of the Indian IT 
Industry. Table 2.10 provides the statistical information regarding Indian 
hardware segment from 1999 to 2004. The revenue earnings from hardware 
have risen from US$ 2.4 billion in 1999-2000 to US$ 4.8 billion in 2003-04. But 
its share in total Indian IT revenue has decreased from 28.6 percent in 1999-
2000 to 22.4 percent in 2003-04. To improve the performance, the government 
in association with Manufacturers Association of the Information Technology 
(MAIT) has worked out strategy to develop India into a major manufacturing 
base and put at par with Taiwan, China and Hong Kong.^^ The MAIT is 
playing the anchor role in the development of Hardware segment of Indian 
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Information Technology Industry. Table further shows the growth and share 
in IT Industry of hardware segment from 1999 to 2004. The contribution of 
hardware in total revenue earnings of Indian IT Industry is decreasing. But 
revenue is increasing with a marginal growth rate. This sector of Indian IT 
industry is facing considerable amount of pressure due to insufficient 
infrastructure facilities and zero import duty under WTO- IT agreement. 
Table - 2.10 




























Source: Compiled from dqindia.com (Cyber Media) and Nasscom 
d. Indian ITES - BPO Segment of IT Industry 
The globalization of trade in commodities and manufactured goods 
has accompanied globalization of services. The IT enabled services refers to 
front office work as well as back office work. After the IT services 
opportunity, IT enabled services opportunity has emerged as the single 
biggest and there has been a spate of activity in this area in the past 5-6 
years.55 The success of the IT services industry in India coupled with 
conductive supply side factors such as availability of manpower and cost 
arbitrage has led to the blossoming of the ITES - BPO industry.^^ Business 
process outsourcing (BPO) is of ITES latest derivative on Indian business 
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sphere. BPO has its genesis in the amalgam of Total Quality Management 
(TQM) and Business Process Re-engineering (BPRe).^'' According to Nasscom-
Mckinsey Report, India offers advantages in the sphere of BPO business by 
saving 40 percent to 60 percent of total cost, quality improvement of 3.8 
percent and productivity improvement by 20-50 percent.ss Over the last few 
years, the world wide ITES and business process outsourcing industry has 
undergone rapid transformation. Continuing pressure on cost bases at a time 
of growing competitiveness is driving companies to look at offshore 
outsourcing as a strategic alternative access to global talent, economies of 
scale, process engineering, profit margin and improvements in quality are 
some of the gains that companies have realized.^^ The Indian ITES - BPO 
industry is a key driver of the overall India IT software and services sector 
during 2003-04, recording revenue of US$ 3.9 billion in this period. 
Indian ITES - BPO Activities by Service Lines^o 
The service lines that have shown significant growth within the Indian 
ITES - BPO industry include the following. 
(i). Customer Care - It includes technical support and monitoring, handling 
customer queries a product and services and accounts and services support. It 
is discouraging to note that it is no high growth segment for the Indian ITES -
BPO industry, (ii). Finance - The Finance services market has shown rapid 
growth creating significant opportunities for Indian ITES - BPO players. 
While traditional ITES - BPO offerings for this segment include billing, 
accounting transactions, general accounting, tax consulting and compliance, 
risk management, financial reporting and analysis, a number of Indian service 
providers have also moved into the highest - end of the value chain with 
services such as equity research and insurance claim processing, (iii). HR 
Services - This segment covers benefits administration, education and 
training, recruiting and staffing, payroll services, hiring administration and 
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records management. Lack of domain expertise aniong vendors is stated to 
have impeded the growth of this market, despite the large global 
opportunities, (iv). Payment Services - Payment services include 
credit/Debit card services, Cheque processing, EDI, Customer interaction. 
Customer Care, database marketing, customer analysis, web sales and 
internet marketing, (v). Administration - The administration segment, one of 
the largest and fastest growing areas within the HES - BPO domain. Services 
provided to this market include billing shareholder services, tax processing, 
claim processing, asset management, document management, trariscription 
and translation, (vi). Content Development - Content Development services 
include engineering and design services, digitization, animation, network 
management, biotech research. It is a very significant revenue contributor to 
the overall ITES - BPO industry. 
Table 2.11 presents the information regarding revenues and employees 
strength in ITES-BPO market by key service lines for the period 2001-02 to 
2003-04. The table further analyses that the customer care service is the major 
contributor in terms of revenue and employment generations to ITES - BPO 
segnnent of Indian IT industry. The customer care has registered US $ 1200 
million and it is almost 30 percent to total revenue earnings of the industry. 
Customer Care is followed by Finance, US$ 835 million. Content 
Development, US$ 550 million. Administration, US$ 540 million respectively 
in 2003-04. Customer care has generated more employment opportunities, as 
96,000 employees are associated with this segment in 2003-04 followed by 
Content Development 51,000 employees and finance 41000 employees. The 
ITES - BPO segment has overall earned US$ 3630 million and 253,500 
employees are working under this segment during 2003-04. 
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Table - 2.11 
Statement Showing ITES - BPO Market By Key Service Lines 
(2001-02 to 2003-04) 





























































Source: Compiled from Nassocm's zoeb portal (2005) 
3. Conclusion 
From the foregoing discussion, it is deduced that from the mid 80's, 
onwards the government of India is specifically focusing it plans, policies and 
programmes for the development and promotion of IT industry in the 
country. The government has announced IT as a thrust area and providing 
more liberal policy framework for the industry. During 1991, the government 
announced income tax exemption from profits of software exports and later, 
reduced import duty on computer software from a high of 114 percent to nil. 
Intellectual Property Rights of computer software is covered under Indian 
Copyright Act, which is one of the toughest in the world. India became the 
12* nation in the world to adopt a cyber law regime during 2000 by drafting 
Information Technology Act 2000. Indian Information Technology Industry is 
a boon of liberalization for globalization. India has showed remarkable 
progress in the sphere of IT industry. Indian IT industry is fast shaping the 
destiny of global economy. IT industry has contributed 3.82 percent share in 
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India's GDP and its size reached at US$ 21.5 billion during 2003-04. This 
industry has proved to be a hallmark at global market. The export market is 
major contributor to Indian IT industry with 64 percent earnings of total 
market. With regard to destination of India's software exports. North America 
with USA and Canada have claimed major chunk of share to the tune of 59.0 
percent of total exports in 2003-04. Share of hardware in IT industry has 
decreased from 28.6 percent in 1999-2000 to 22.4 percent in 2003-04 due to 
insufficient infrastructure facilities and zero import duty under WTO-IT 
agreement. This segment is also receiving high degree of threats from 
Singapore, Taiwan, China and Hong Kong. ITES - BPO is sun rising segment 
in IT industry registering US$ 3.9 billion revenue earnings in 2003-04. ITES-
BPO services of India are able to deliver superior quality human resources 
because of large pool of english speaking people and low cost advantages. 
Geographical location is another advantage for India. This segment is also 
confronted with threats from Ireland, Malaysia and China. India has hence to 
formulate some concrete strategies to stay as a "Preferred Global Hub". 
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Section- A 
1. Performance Evaluat ion of Overal l I n d i a n IT Industry 
a. Introduction 
In the foregoing chapter entitled, "Perspective on Information 
Technology Industry in Globalizing Indian Economy", a detailed study was 
rendered v^ith regard to the business environment for IT Industry and 
evaluation and revolution of IT industry in India. The chapter v^as divided 
into two sections, section one was devoted to cover the different Policies, 
Regulatior\s, Laws and Acts related to IT industry. A detailed discussion with 
regard to IT Agreement of World Trade Orgaruzation has also been presented 
in this section of the study. The second section covered an overview of Indian 
IT industry, share of Indian IT market in GDP and different constituents of 
domestic IT market. Structure and destinations of Indian software exports, 
conditions of hardware and ITES-BPO segments of Indian IT industry have 
also been briefly presented in this section of the chapter. 
The current chapter is devoted to appraise the performance of Indian 
IT industry since economic libralisation. This chapter is bifurcated into two 
sections. The first section of this study deals with the overall performance of 
Indian IT industry in terms of total revenue generation, exports revenue, 
domestic revenue and employment generation in software, hardware and 
ITES-BPO segments of Indian IT industry. 
The nature of availability of data on IT as a whole were insufficient to 
evaluate the performance of IT industry hence, six select star companies of 
Indian IT industry namely, TCS, Wipro, Satyam Computers, HCL 
Technologies, Pentasoft Technologies and I-Flex Solutions are undertaken to 
evaluate the physical as well as financial performances on the basis of size of 
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revenues which is around 22 percent of the total revenue generated by Indian 
IT industry. The second section of this chapter exclusively deals vy^ ith the 
physical as well as financial performance of these companies. In order to 
analyze the physical performance, some relevant statistical tools, such as, 
arithmetic mean, standard deviation and coefficient of variance along with 
growth trends are calculated. Whereas, to measure the financial performance, 
financial ratios such as current ratios. Net Profit ratio, Debt-Equity ratio and 
ROCE have been worked out. 
b. Overall Market of Indian IT Industry 
The IT industry is amongst the fastest growing industries in the 
country. Information Technology (IT) professionals work almost in all major 
markets around the world. Indian technology products and solutions are 
accepted globally. It is globally known that the first year of the new 
millennium has been a year of turbulence, tragedy, terrorism and slow-down 
in the world economy. The Indian IT software and services industry has 
weathered this storm well. It is indeed creditable that the IT software and 
services industry in India has reasonably continued its robust growth.^Despite 
global economic slowdown in 2001-02 the Indian software services. Hardware 
and ITES-BPO industry were poised to meet their long-term potential in terms 
of earnings revenue to the tune of US$ 21603 millions in 2003-04 (TabIe-3.1). 
No other Indian Industry has performed so well against the global 
competition. 
Table 3.1 presents statistics with regard to the Indian IT revenue 
earnings from domestic and exports markets for the period 1991-92 to 2003-
04. Indian IT Industry for the purpose of present study includes Software, 
Hardware and ITES-BPO segments. It is discernible from the table that the 
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earnings from exports market have achieved an elephantine growth with 
average armual growth rate of 28.41 percent for the period under review. 
Table further indicates that Indian IT industry has registered its total earnings 
at US$ 21603 million for the period under study. The analysis of the 
coefficient of variance reveals that though exports has done well but 
compared to others consistency and stability of earnings appear to be 
dissatisfactory. On the other hand, the earnings from domestic market are 
more consistent. 
Table - 3.1 
Statement Showing Earnings of IT* Market (Domestic + Exports) 
(1991-92 to 2003-04) 



































































































































Exports and Domestic Markets. 
Source: Compiled and computed from the data available on xveb portal nasscom.org, 
2004. 
During 1991-92, the revenue earnings from domestic market amounted 
to US$ 585 million, which grew year by year to register revenue earnings to 
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the tune of US $ 5460 million in the year 2003-04. The reasons for these 
changes may be ascribed to increased use of Internet and splendid growth of 
IT in the form of PC penetration in the country. 
The Government has also initiated many programmes to develop the 
domestic market in India. Due to high quality products and high demand at 
global market, Indian IT products have proved their prowess at international 
market. Exports revenue earnings during the year 1991-92 amounted to US$ 
263.5 million, which registered a growth amounting to US$ 16143 million 
during the period 2003-04. The average revenue earrungs from exports of last 
13 years aggregated to US$ 4564.46 million. 
Table 3.2 presents a comparative analysis oi the revenue earnings irom 
the different IT segments both from the domestic and the exports market for 
the period from 1991-92 to 2003-04. Tabular analysis reveals that the software 
segment of IT has achieved a fairly good result in terms of revenue earnings 
followed by ITES-BPO and Hardware respectively during the period under 
reference. Software has registered the highest average growth earnings in 
terms of US$ 4969.30 million, followed by US$ 1647.23 million for ITES-BPO, 
US$ 1314.53 million generated by hardware during the same period under 
review. Table also analyses, the mean, standard deviation and coefficient of 
variance. The study indicates satisfactory performance of software but 
however as compared to hardware and ITES-BPO, it appears that consistency 
and stability of software earnings are questionable. On the contrary, earnings 
from hardware seem more consistent and stable. Overall earnings from 
different segments nevertheless are very consistent and uniform during the 
entire study period. 
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The Average Armual Growth Rate is the highest at 35.89 percent for 
software as agair\st 23.87 percent for hardware and 17.15 percent for ITES-
BPO for the referred period. The revenue earnings from software are much 
higher than those of all other IT segments put together. In the present 
scenario, many of the top fortune 500 companies outsource their software 
requirements from India on account of the highly sophisticated packages 
made by the Indian software sector. Other than software, the revenue 
generated by other IT segments is found to be dissatisfactory during the post 
economic liberalization period. 
Table - 3.2 
Statement Showing Earnings of IT from Different Segments 
(1991-92 to 2003-04) 




































































































































































* Prior to 1996-97, ITES-BPO was incorporated with maintenance services, 
training, peripherals and other computer services. 
Source: Compiled and computed by the Research Scholar from the data available on 
web portal ofNasscom, 2004. 
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India's most prized resource in today's knowledge economy is its 
readily available technical v^orkforce. India is the second largest english 
speaking scientific professionals in the w/^ orld, second only to US. The 
Government of India is making endeavor to step up the number and quality 
of training facilities in the country to capitalize on its extra ordinary human 
resources. It is the knowledge industry that will help take the Indian economy 
to a sustained higher rate of growth of development .^There has been a 
healthy growth in the number of India's IT professionals over the last decade. 
India's abundant, high quality and cost effective services and its vast 
resources of skilled software human power have made it an attractive location 
for global software clients. 
Table 3.3 presents the data as regards availability of IT professionals in 
India during 1991-92 - 2003-04. There were 56000 IT professionals in 1991-92. 
Apart from the organized software sector, employment opportunities are 
rapidly expanding in the smaller segments and services. Jobs in software 
customization, data entry and Internet bureau are growing very fast. Annual 
Average Growth Rate of IT professionals in India have registered 28.56 
percent during the period under review. Indian IT industry has the strength 
of 813000 IT professionals as at the end of 2003-04. To fulfill the demand of IT 
professional within the country and abroad, the goverrmient has set up many 
Institutes of Information Technology as a deemed universities. The 
Department of Information technology has also started some computer 
training prograrrunes under DOEACC - A, B, C and O level to train the IT 
professionals .3 The earnings to the tune of US $ 15151.78 in 1991-92 accounted 
for per IT professional which increased to US $ 26571.95 in 2003-04, a growth 
of about 42.97 percent in the span of 14 years. 
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Table - 3.3 
Statement Showing Availability of Professionals in India 



























Source: - Compiled from umnv.nasscom.org and unvw.dqindia.com 
c. Performance of Domestic IT Market 
Table 3.4 furnishes accounts with regard to IT revenue earnings from 
domestic market from 1991-92 to 2003-04 in terms of revenue earnings of 
different segments of IT, such as, software, hardware and ITES-BPO. The 
revenue earnings from the domestic market including all segments have 
registered an increasing trend for the entire period under study. The analysis 
reveals that revenue earnings from software have grown positively, on the 
contrary hardware revenue earnings has shown disparate trends in 1998-99 
and 2002-03. On the whole, performance of IT domestic market has been 
satisfactory in terms of revenue earnings. The reason for this is attributed to 
the large amount of business conducted by the Indian companies in installing 
computerization especially in some goverrunent organizations, banking and 
financial institutes and the educational institutions. Table also presents the 
study with regard to the mean, standard deviation and coefficient of variance 
for the period under reference. It is seen that the Hardware segments of IT 
industry have registered high degree of consistency and stability. The average 
revenue earnings from the domestic market for the all segments registers the 
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highest of average revenue amounting to the tune of US$ 1315.76 million for 
software follov^ed by hardware and ITES-BPO at US$ 1155.15 million and US$ 
895.69 million respectively for the period under consideration. From the 
foregoing analysis, it is clear that there is an urgent need to arrest the 
attention of the government to formulate policy to pep up domestic market 
for Indian IT industry in future for sustaining competitiveness globally. 
Table - 3.4 
Statement Sharing Revenue Earnings of IT from Domestic Market 














































































































































































Nassocm's web portal. 
d. Performance of Exports IT Market 
Table 3.5 presents informations regarding revenue earnings from 
different IT segments from the exports market for the period 1991-92 -2003-04. 
It is deduced from the table that software shows an increasing trend in 
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revenue earnings from the exports for the period under study, but hardware 
segment of Indian IT industry has nevertheless performed dismally. Exports 
earnings from the ITES-BPO have recorded an upward trend with US$ 3600 
million in 2003-04 from US$ 8.50 in 1991-92. The splendid growth in ITES-
BPO segment has been witnessed due to its cost advantages and a vast pool of 
English speaking people. India has now emerged as a global place for call 
centers and back office processing services.'* The coefficient of variance shows 
high consistency for hardware followed by software and ITES-BPO during the 
period under reference. 
Table - 3.5 
Statement Showing Revenue Earnings of IT from Exports Market (1991-92 
to 2003-04) 
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Table 3.6 presents analysis regarding Indian IT exports market and its 
share in India's exports for the period 1991-92-2003-04. 
Table - 3.6 
Statement Showing Earnings from Exports and Its Share in Total IT 
Earnings and India's Exports 












































































































































Source: Compiled and computed by the Research Scholar: (i) from data available on Nassocm's web 
portal and Documents of Ministry of Commerce and Industry, Government of India, New Delhi and 
(ii) computed from Annexure 3. 
Driven by the development in the field of information and the global 
competition, the government of India has taken various emphatic steps, such 
as, tax-free earnings from exports for the software, setting up of Software 
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Technology Parks (STP) and Electronic Hardware Technology Parks (EHTP) 
for accelerating revenue earnings from exports. Table further shows that the 
export's share in total IT earnings positive upward trends. It if discernible 
from the table that the exports share in total IT earnings is increasing over a 
period of time under review. As a matter of fact, it is encouraging to note that 
exports earnings accounts for 75 percent of total Indian IT industry revenue 
earnings. The share of IT exports in India's exports shows a tremendous 
growth, it was paltry 1.44 percent in 1991-92 which has increased to 28.08 
percent in 2003-04, so much so that now it controls more than quarter part of 
India's exports. Indian IT exports business has done very well even after 9/11 
terrorism attack the USA, when most of the industries were under high 
shocks and threats. 
e. Performance of Software Segment of IT Industry 
The Indian software sector truly symbolizes India's strength in the 
knowledge-based economy. High skilled human resources coupled with low 
wage structure and world-class quality has transformed India into a global 
powerhouse in the Information Technology Software Services and Solutions 
Sector. Table 3.7 presents statistical analysis with regard to revenue earnings 
from the IT software in terms of US$ million both from the domestic and 
exports markets from 1991-92 to 2003-04. It is evident from the table that the 
revenue earnings from the domestic market has shown an increasing trend 
but the growth rate of domestic market has however recorded a disparate 
trend during the period under study. During 1991-92, US$ 140 millions were 
received on account of IT software and services from domestic market, which 
has been increasing over the years to register the highest growth of US$ 4300 
million in 2003-04. The reason for this increasing growth trend is attributed to 
the growth of IT penetration and increased use of Internet in the country in 
95 
Performance Evaluation of Information Technology (IT) 
Industry in India Since Economic Liberalization 
the wake of liberalization and globalization of the economy. The table further 
demonstrates the exports earnings from IT software. The exports earnings 
from software is increasing at a steady pace from US$ 230 million in 1991-92 
to US$ 12,200 million during the 2003-04 registering a growth of 37.53 percent. 
It can be inferred from the tabular analysis that the initiation of liberalization 
for globalization and the introduction of EURO have given a wide spectrum 
for exports growth of IT software during the period under reference. The 
average revenue earnings of software market accounts for US$ 4969.30 million 
during the period under consideration. The dispersion of revenue earnings 
from don:\estic market appears to be more consistent than the earnings from 
exports market. The growth rate is showing an increasing trends in domestic 
as well as exports market during the referred period. 
Table - 3.7 
Statement Showing Revenue Earnings From IT Software and Services 





























































































































Source: Compiled and computed by the Research Scholar from www.nasscom.org, 2004 
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Table 3.8 presents analysis regarding the share of Indian software and 
services in India's GDP, Exports and total IT exports during the period 1996-
97 - 2003-04. It is discernible from the table that the share in GDP and India's 
exports is continuously increasing but the share in total IT exports is 
decreasing during the period under reference. The share of Indian software in 
GDP was 0.72 percent in 1997-98,which increased to 2.64 percent in 2003-04. 
India has registered herself as super power destination of software developer 
and has enormously increased her packages and solutions demand at global 
market. India is taking advantages of highly efficient software professionals at 
minimum cost. The share of software in total IT revenue-earnings shows 
decreasing trends during the reviewed period. The chief reason for this is said 
to be the interest of the global IT companies in establishing their resource 
centers in India, as a corisequence, decline in the share of exports of Indian 
software. 
Table - 3.8 
Statement Showing the Share of Indian IT Software and Services in 
Country GDP, India's Exports and Total IT Exports 







































Source: Compiled and computed by the Research Scholar from Nassocm's web portal, 
2004, Planning Commission and Ministry of Commerce and Industry, Government 
of India, New Delhi. 
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f. Performance of Hardware Segment of IT Industry 
The opening up of the Indian economy and entry of global brands, in 
fact, caught the Indian industry off the guard. India was under-pi epared for 
the global competition for PCs on the one hand with a massive squeeze from 
an ever-increasing gray market at a very cheap price points on the other. 
While a lot of focuses and attentions were given to promote software exports, 
hardware manufacturing became a neglected area.^Despite all these, India is 
one of the fastest growing hardware markets in the world today. In view of 
WTO-ITA stipulation for elimination of duties on all IT products, there is a 
crying need to discover the Indian hardware future and integrating it with the 
global value added chain through an all round development strategy.^ In 
countries like China and Taiwan the domestic IT Hardware market helped to 
create the hardware exports hubs and legislation encouraging manufacturing 
within the country. China has emerged as the third largest hardware 
manufacturer after the US and Japan. Taiwan, Korea, Malaysia and China 
together account for 20 percent of global IT hardware products.'' 
Table 3.9 furnishes statistics with regard to revenue earnings from IT 
hardware (domestic and exports markets both) for a period from 1991-92 to 
2003-04. Table reveals that the revenue from the IT hardware in domestic 
market rose from US$ 235 million in 1991-92 to US$ 860 million in 2003-04 
showing a average growth rate of 21.67 percent. The revenue from IT 
hardware in exports market presents a disparate trends starting from US $ 25 
million in 1991-92 to a height of US$ 343 million in 2003-04. The years 1998-99, 
1999-2000 and 2002-03 are the odd years with discouraging performance. The 
reason, for this poor show on the exports front, is the insufficient 
infrastructure facilities and lackadaisical support by the government. The 
table further reveals the average revenue earnings from hardware, which 
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stood at US$ 1314.53 million during the period under review. Table also 
analyses standard deviation and coefficient of variance. The coefficient of 
variance is 0.74 in domestic market and 0.78 in the exports market, distinctly 
showing that domestic rnarket is more consistent and uniform than the 
exports market. The growth rate indicates the revenue earnings from 
hardware in domestic and exports market showing an upward trend but the 
revenue earnings from the exports market has shov^m better performance than 
domestic market during the period under reference. To improve the dismal 
performance of revenue earnings of IT hardware, the government has taken 
some important initiatives such as setting up EHTPs, SEZs and giving some 
tax concession to hardware manufacturers. 
Table - 3.9 
Statement Showing Revenue Earnings from IT Hardware 
(1991-92 to 2003-04) 



























































































































Source: Worked out from Mehta, Dewang (ed.) The Software Industry in India, A Strategic Review, 
Nasscom, New Delhi, 1999, pp. 190-94, Verma, Ekta, "Technology Enabled Services-Perspectives and 
Vision", Univ. News 40(24) June 17-23, 2002, p. 13 andwww.nascom.org (2004) 
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g. Performance of ITES-BPO Segment of IT Industry 
The IT enabled services sector has emerged as a key driver of growth 
for the Indian IT industry. This segment is poised to grow very rapidly world 
wide over the few years. It is encouraging to note that other than the growing 
software market, the country is also becoming a major base for Information 
Technology Enabled Services (ITES). Based on location and people 
attractiveness, India is identified as strong contenders for the global ITES 
market creating a substantive presence in the international market. India 
surpassed other competitors in terms of employment, number of companies 
outsourcing ITES as well as spectrum of verticals and services lines.^ India has 
witnessed rapid growth due to its cost advantages and has thus emerged as a 
new leader especially in traditional services such as call centers, back office 
processing. Business process outsourcing etc. Ireland and China are posing 
the strongest competition to India and challenge India's supremacy in the 
medium and long term. Only China, Ireland and Philippines, other than 
India, have a sizeable, low cost talent pool, which could meet global ITES 
manpower needs.^ Other countries like Malaysia, Caribbean, South Africa, 
Hong Kong etc. have seen some ITES activity. However, the small size of their 
talent pools and lack of reference customers severely constraint their ability to 
emerge as hub.^o The Indian ITES industry is hence set to move well beyond 
contact center, low skilled work driven by the early success of the first 
movers. 
The data set out in table 3.10 show the revenue earnings of ITES-BPO 
from both, domestic and exports market for the period 1991-92 to 2003-04. 
Table reveals that the revenue earnings of ITES-BPO from domestic market 
and exports market was of the order of US$ 210 million and US$ 8.5 million 
respectively during 1991-92 which rose to US$ 300 million and US$ 3600 
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million respectively in 2003-04 registering an increase of 35.58 percent during 
the span of 14 years. The table also presents the standard deviation and 
coefficient of variance. It is patently discernible from the table that the 
domestic market of ITES-BPO is more consistent, stable and uniform during 
the period under reference. Its share in IT sector is also moving upward 
because of brisk business process outsourcing and call centers activities. India 
is nov^ hub for outsourcing activities taking advantage of comparatively less 
cost and availability of efficient w^ork force. 
Table - 3.10 
Statement Showing Earnings of ITES- BPO 




























































































































Source: Compiled and computed from the data available on web portal of 
nasscom.org, 2004 
Table 3.11 presents performance evaluation of Indian IT industry in 
terms of some relevant calculated ratios for domestic revenue; exports 
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revenue, software revenue, hardware revenue and ITES-BPO revenue on total 
revenue of India IT Industry for the period from 1991-92 to 2003-04. An 
analysis has also been done for the revenue earnings per IT professionals in 
terms of US dollar. It is evident from the table that the share of domestic 
market in total revenue earnings has registered downward trend while the 
exports markets has recorded an incessant upward trend during the study 
period. The share of software, hardware and the ITES-BPO segment of Indian 
IT industry have registered wavering trends during the period under 
reference. 
It is deduced from the tabular analysis that the share of domestic 
earnings in total IT earnings was 0.68 in 1991-92 which dipped to 0.25 in 2003-
04 a steep decline of almost 0.43 in more than a decade. It is stated that the 
domestic earnings suffered initially on account of under developed domestic 
market for Information technology. In the latter part of the decade of 20's i.e. 
after 1996-97 the Indian IT industry proved their hallmarks at global n\arket. 
Higher demand for Indian IT products has fairly increased the share of 
exports earnings to the total revenue earnings of Indian IT industry during 
referred period. The table further depicts analysis as regards the per IT 
professionals earnings against total revenue earnings which stood at US$ 
15,151.78 in 1991-92. It increased to US$ 31,820.42 in 1999-2000, but afterwards 
per professional earnings records declining trend with US$ 26571.95 in the 
year 2003-04. The main reason behind this fluctuating trend is the government 
initiatives to produce and supply more IT professionals by establishing IIITs 
and more IT courses at Regional Engineering Colleges (RECs). 
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Table - 3.11 
Statement Showing Calculated Ratios 



































































































DE = Domestic Earnings IE = ITES - BPO Earnings 
TE = Total Earnings NP = Numbers of Professionals 
EE = Exports Earnings 
SE = Software Earnings 
HE = Hardware Earnings 
Source- Compiled and computed by the Research Scholar from the data aimilable at 
web portal ofNasscom. 
h. Foreign Direct Investment Inflows in IT Industry 
The beginning of the last decade of the last millermium brought the 
worst economic crisis never before faced by Indian economy. These crisis took 
place because of large deficit in India's Balance of Payment (BoP) and 
dwindling foreign exchange reserves." In June 1991, a new union government 
under the then Prime Ministership of Mr.P.V. Narasimha Rao came into 
power after a long period of political uncertainty. An eminent economist Dr. 
Marunohan Singh weared the cap of responsibilities of Ministry of Finance 
and irutiated a programme of macro-economic stabilization and sectoral 
adjustment to achieve a globalised trade regime. To achieve this globalised 
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economy, he moved forward to liberalize the Indian economy by abolishing 
discriminatory import licerising and tariff rate comparable to other 
developing countries.^^ The inflow of Foreign Direct Investment is a flavor of 
this liberalization which was initiated in July 1991. Liberalization for 
globalization promoted Foreign Direct Investment (FDI) including the Indian 
IT Industry in its full swing. 
Table 3.12 presents the analysis regarding total Foreign Direct 
Investment inflows and foreign direct investment in IT industry from 1991-92 
to 2003-04. Table reveals that the inflows of total FDI has shown an upward 
trend in terms of US$ million till 1997-98, but it plunged in 1998-99 due to the 
South-East Asian financial crisis. However in the year 2000-01, inflow of FDI 
revived and picked up to reach the highest level of US$ 4741 million in 2001-
02. In the succeeding couple of years i.e. 2002-03 and 2003-04, the inflows of 
FDI were within the target though declining compared to 2001-02. The inflow 
of FDI in IT industry stood at US$ 1.44 million in 1991-92 which went up to 
US$ 64.74 million in 1997-98, but again slightly recorded downward trend in 
1998-99. It nevertheless touched the highest peak of US$ 291.57 million during 
2001-02, but once again dipped down during 2002-03 the reason for which 
was ascribed to Gujarat genocide in February 2002, murders of some 
Christians and continuously communal terisioris during the year. Table also 
shows the percentage share of IT in total FDI. It is discernable from the table 
that in spite of huge ir\flows of FDI in the country, share of IT in total ir\flows 
of FDI is very meager in the post economic liberalization era. It was only 1.21 
per-cent of total FDI inflows in 1991-92 but picked up to 6.58 percent during 
2003-04. The reasons behind the less share of IT in total inflows of FDI are lack 
of attractive projects, long procedural formalities and instability in the 
government at the center. But from 1999-2000 onwards the government of 
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India has initiated many policies and programmes to attract more and more 
FDI in IT sector. 
Table - 3.12 
Statement Showing Total FDI Inflows and FDI in IT 
(1991-92 to 2003-04) 

























































































Source: Compiled and computed by the Research Scholar from (i) data available on web portal of 
Ministry of IT, Ministry of Finance and Ministry of Commerce and Industry, GOI, New Delhi and (ii) 
Annexure 4 
The data set out in table 3.13 present the total FDI inflows in IT 
industry particularly in software segment during 1991-92 -2003-04. It is 
discernible from the table that FDI inflows in IT industry recorded an upward 
trend till 2001-02 and thereafter it drove reverse in the next two years of the 
study period. Table reveals that FDI inflows in software has accounted for 
US$ 1.42 million during 1991-92 increasing continuously to reach to the tune 
of US$ 214.14 million in 2003-04. However, percentage share of software in 
total FDI inflows in IT has registered a declining trend till 2000-01 but took 
slightly upward trend from 2001-02 to 2003-04. The huge amount of FDI in 
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software has poured in basically on account of the cost advantages, large 
efficient and talented manpower pools and vast market opportunities in the 
global market. The Transnational Companies (TNCs) use India as an 
exploring base to increase their profit margins, as software development cost 
is very low as compared to other countries of the world. The table further 
analyses the mean, standard deviation and coefficient of variance. Average 
inflow of FDI in software segment of IT Industry has registered US$ 8.27 
million during the period under consideration. Annual Average Growth Rate 
of FDI inflows in this sector is 28.23 per-cent during the period under study. 
Standard deviation and coefficient of variance show high consistency and 
stability in share of FDI in software during the period under review. 
Table - 3.13 
Statement Showing Total FDI Inflows in IT and FDI in Software 
(1991-92 to 2003-04) 




























































































Source: Compiled and computed by the Research Scholar from (i) data available on web portal of 
Ministry of IT, Ministry of Finance and Ministry of Commerce and Industry and various SIA News 
letters Department of Industrial policy and promotion, GOI, New Delhi and (ii) Annexure 5 
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Table 3.14 presents statistical informations regarding FDl inflows in the 
IT industry and particularly in hardware and other segments of the industry 
for * e period from 1991-92 to 2003-04. 
Table - 3.14 
Statement Showing Total FDI Inflows in IT and FDI Inflows in Hardware 
(1991-92 to 2003-04) 




























































































Source: Compiled and computed by the Research Scholar from statistics available on 
web portal of Ministry of IT, Ministry of Finance and Ministry of Commerce and 
Industry, and Various SIA News letters. Department of Industrial Policy and 
Promotion, GOI, Nexv Delhi. 
Table reveals that the FDI inflows in the IT industry have registered 
wavering trend. The FDI inflows in hardware has risen from US$ 0.03 million 
in 1991-92 to US$ 41.75 million in 2001-02 and it has recorded a steep decline 
to arrive at US$ 4.34 million in 2003-04. As far as the FDI share of hardware in 
the IT industry is concerned, it is very low. It has registered a high of 17.43 
percent during 1998-99, but again dipped low to 1.99 percent during 2003-04. 
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The low rate of FDI inflows in hardware is attributed to the under developed 
market for the IT products, lack of government initiatives, lack of hardware 
engineers, under developed infrastructure facilities, lack of R & D facilities 
and the stiff conapetition faced from the global IT giants. The table also reveals 
the average, standard deviation and coefficient of variance for the period 
under study. It is witnessed that Hardware sector has bagged an average 
inflow of FDI to the tune of US$ 8.97 million during the period under review. 
The table further shows that share of hardware in total FDI inflows in IT is 
more consistent and uniform during the referred period. 
The foregoing discussion about the performance evaluation of the 
Indian IT industry reveals that the industry has created demand for it's 
products and services in domestic as a well as foreign market. Total exports 
revenue of the Indian IT industry have gradually increased, which indicates 
that it is fairly contributing towards exports revenue of India. Indian software 
has gained worldwide acceptability as result revenue from software is 
increasing rapidly. Software is providing thrust to the growth and 
development of Indian IT industry. Hardware could not make much break-
through to create demand and penetration into foreign market. However, the 
beginning has already been made and hopefully hardware will also provide 
much-needed strength to Indian economy in general and Indian IT industry 
in particular. ITES-BPO segment of IT industry is also catching the pace with 
other segments of IT industry. FDI inflows in Indian IT industry is also 
growing at a steady pace. In a nutshell, it may be concluded that the overall 
performance of IT industry is satisfactory auguring bright future for the 
industry. 
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3. Conclusion 
The advent of Information Technology has brought several changes in 
the country's economy and the life style of its people. The convergences of 
computer. Communication and content have created galore opportunities as 
well as challenges. The IT revolution has given birth to new economic culture 
and social transformation for the potential benefits to the developed and 
developing nations. In the last decade of the last milleniuum and the initial 
period of new millennium, the IT industry in India has shown meteoric 
growth, which is no any other industry of the economy has achieved before. 
The study has presented an assessment of performance of Indian IT industry 
since economic liberalization in terms of revenue earnings from software, 
hardware and ITES-BPO segments of industry from domestic as well as 
exports market. Threadbare analysis has also been presented regarding 
employment generation in this industry; share in country's exports and GDP 
during the period under reference. It is encouraging to note that despite the 
global economic slowdown in 2001-02 and turmoil environment due to 
terrorism, the Indian IT Industry is poised to meet the potential of revenue 
earnings of US$ 21603 millions in 2003-04. India's most prized resource in this 
knowledge economy is its large pool of technical and engUsh speaking human 
resources. Indian IT Industry has strengths of 813,000 IT professionals in 2003-
04 with an average aimual growth rate of 28.56 percent during the period 
under study. The domestic market of Indian IT industry is although passing 
its infancy period yet there are vast opportunities to grow manifold in this 
market. Domestic market of Indian IT Industry has recorded revenue earnings 
of US$ 5460 miUion in 2003-04. This industry has undoubtedly proved its 
|0^ - 1 
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services to other nations of the world. Even Indian soil has become the global 
supplier of high efficient IT professionals. Revenue earnings of US$ 16143 
million have come through exports market of IT industry with the growth 
rate of 22.52 percent. The Government of India has taken various emphatic 
steps to promote the exports market for Indian IT industry. The software 
sector of the industry has truly symbolized India's strength at the global 
market. Software sector of IT industry has registered growth of 32.83 percent 
and revenue earnings of US$ 16500 millions during 2003-04. This sector has 
also shared 2.64 percent in the India's GDP and 21.3 percent in Country's 
exports for the year 2003-04. 
Hardware sector of this industry has not done fairly due to 
underdeveloped domestic market and sub-standard infrastructure facilities to 
manufactures. It is also receiving millions of threats after zero import duty on 
IT products under WTO-IT Agreement. Despite aU these. Hardware Sector 
has earned revenue of US$ 1203 million in 2003-04. Based on location and 
people attractiveness, India is identified as strong contenders for the global 
ITES-BPO market and has created a substantive presence in the international 
market. India's growth in this sector is mainly due to cost advantage, large 
pool of english speaking people and its geographical location. China, Ireland 
and Philippines are posing the toughest competition to India and challenge 
India's supremacy in this sector of IT Industry. The inflow of Foreign Direct 
Investment is a flavor of liberalization for globalization of Indian economy. 
FDI has started to bite the Indian Information Technology industry in its full 
swing since economic liberalization. India IT industry has attracted inflow of 
FDI to the tune of US$ 218 million and 6.58 percent share in total inflow in 
India in the year 2003-04. 
l ^ 9 > - \l 
The government needs" perforcelofocus on' tfi^ ree' areas to Kelp tKe Tndian IT 
Industry realize the potentials i.e. removing regulatory hurdles especially in 
emerging services Une of ITES-BPO, unlocking growth in domestic market 
and proactively addressing potential infrastructure and talent bottlenecks to 
ensure that India stays ahead of competition in the global market. 
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49.09 percent in 2003-04. The ROCE of Satyam stood at 23.48 percent, TCS at 
27.03 percent, HCL at 33.24 percent, Pentasoft at 27.50 percent, and I-Flex at 
17.83 percent respectively in 2003-04. The average ROCE of these conrpanies 
registered at 29.69 percent in 2003-04. From the table it may be inferred that 
all the selected companies are earnings good amounts of profits on their 
capital employed as all of them are found to record their ratios of return on 
capital employed in two digits during the referred period. 
Table - 3.23 
Statement Showing Ratio of Return on Capital Employed of some Select 
Indian IT Companies 
(1995-96 to 2003-04) 

















































































Source: Worked out by the Research Scholar from various Annual Reports of TCS, 
Wipro, Satyam, HCL Pentasoft and I-Flex. 
Section-C 
3. Conclusion 
The advent of Information Technology has brought several changes in 
the country's economy and the life style of its people. The convergences of 
computer. Communication and content have created galore opportunities as 
well as challenges. The IT revolution has given birth to new economic culture 
and social transformation for the potential benefits to the developed and 
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developing nations. In the last decade of the last millennium and the initial 
period of new millennium, the IT industry in India has shov^n meteoric 
growth, which is no any other industry of the economy has achieved before. 
The study has presented an assessment of performance of Indian IT industry 
since economic liberalization in terms of revenue earnings from software, 
hardware and ITES-BPO segments of industry from domestic as well as 
exports market. Threadbare analysis has also been presented regarding 
employment generation in this industry; share in country's exports and GDP 
during the period under reference. It is encouraging to note that despite the 
global economic slowdown in 2001-02 and turmoil envirorvment due to 
terrorism, the Indian IT Industry is poised to meet the potential of revenue 
earnings of US$ 21603 millions in 2003-04. India's most prized resource in this 
knowledge economy is its large pool of technical and english speaking human 
resources. Indian IT Industry has strengths of 813,000 IT professionals in 2003-
04 with an average annual growth rate of 28.56 percent during the period 
under study. The domestic market of Indian IT industry is although passing 
its infancy period yet there are vast opportunities to grow manifold in this 
market. Domestic market of Indian IT Industry has recorded revenue earnings 
of US$ 5460 million in 2003-04. This industry has undoubtedly proved its 
hallmark at international market by supplying high quality products and 
services to other nations of the world. Even Indian soil has become the global 
supplier of high efficient IT professionals. Revenue earningss of US$ 16143 
million have come through exports market of IT industry with the growth 
rate of 22.52 percent. The Government of India has taken various emphatic 
steps to promote the exports market for Indian IT industry. The software 
sector of the industry has truly symbolized India's strength at the global 
market. Software sector of IT industry has registered growth of 32.83 percent 
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and revenue earnings of US$ 16500 millions during 2003-04. This sector has 
also shared 2.64 percent in the India's GDP and 21.3 percent in Country's 
exports for the year 2003-04. 
Hardw^are sector of this industry has not done fairly due to 
underdeveloped domestic market and sub-standard infrastructure facilities to 
manufactures. It is also receiving millions of threats after zero import duty on 
IT products under WTO-IT Agreement. Despite all these, Hardv^are Sector 
has earned revenue of US$ 1203 million in 2003-04. Based on location and 
people attractiveness, India is identified as strong contenders for the global 
ITES-BPO market and has created a substantive presence in the international 
market. India's growth in this sector is mainly due to cost advantage, large 
pool of english speaking people and its geographical location. China, Ireland 
and Philippines are posing the toughest competition to India and challenge 
India's supremacy in this sector of IT Industry. The inflow of Foreign Direct 
Investment is a flavor of liberalization for globalization of Indian economy. 
FDI has started to bite the Indian Information Technology industry in its full 
swing since economic liberalization. India IT industry has attracted inflow of 
FDI to the tune of US$ 218 million and 6.58 percent share in total inflow in 
India in the year 2003-04. The government needs perforce to focus on three 
areas to help the Indian IT Industry realize the potentials i.e. removing 
regulatory hurdles especially in emerging services line of ITES-BPO, 
unlocking growth in domestic market and proactively addressing potential 
infrastructure and talent bottlenecks to ensure that India stays ahead of 
competition in the global market. 
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Chapter 4 
Performance Evaluation of Infosys Technologies 
Limited 
1. Introduction 
The previous chapter presented a detailed account as regards the 
performance evaluation of iriformation Technology industry since economic 
liberalization. The chapter also highlighted the performance of different 
segments of iriformation technology from exports and domestic market 
separately. It further discussed the present status of Indian IT industry in 
global business milieu. It has incontrovertibly been proved that the IT 
Industry has become the role model for the other industries of the economy. 
The present chapter is devoted to assess the performance of Infosys 
Technologies Limited. Infosys is a gold standard of the Indian Software 
services industry. In this chapter, an attempt has been made to appraise the 
physical and financial performances of Infosys from 1995-96 to 2003-04. This 
chapter also discusses the expenditure on Research and Development (R & D) 
and foreign exchange earnings of Infosys besides threadbare analysis of 
different ratios including revenue earnings, exports, export market to total 
earnings and export earnings by geographical segments. Socieil performance 
of Infosys has also been measured in this chapter. The study also presents 
analysis as regards Infosys investment in other global corporations along with 
corporate governance. 
2. Historical Perspective 
The Infosys was established in 1981 by six young software engineers 
under the stewardship of Mr. R. Narayan Murthy from Patni Computers, as a 
private limited company under the name of Infosys Consultants Private 
Limited. These software engineers brought into the company their wide 
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experience, having handled projects in developed countries like USA, France 
and Canada. The company's operations were carried out from a development 
center in Banglore.'^ Infosys opened international office in US in 1987. Growth 
came in the early 90's, when two large offshore contracts from US companies, 
Reebok and GE were signed. The company was converted into a public 
limited company and registered, as Infosys Technologies Limited in 1992. In 
1993, the company had its IPO of 1.37 million shares at a premium of Rs. 85.^ 
The funds were used to set up a new development facility, at the outskirts of 
Banglore city. In the same year the company obtained ISO 9001 and Tick IT 
certificate. 
The company made a private placement of 5,50,00 shares at Rs. 450 
each to FIIs, financial institutions and corporate in 1994. In 1995, the company 
set up development centers across cities in India, and the same year it bagged 
best Annual Report Award from Institute of Chartered Accountancy of India 
(ICAI).3 The Company established Infosys Foundation to focus on 
contributing back to society in 1996. In 1996, the Infosys set up its first office 
in Europe in Milten, Keynes, U.K. and started e-business practice through 
Infosys Internet consulting practice. The company set up office in Toronto, 
Canada and acquired SEI CMM level 4 certificates in 1997. In March 1999, 
Infosys issued 2.07 million American Depositary Shares (ADS) equivalent to 
1.035 million equity shares of Rs. 10 each at US$ 34 per ADS under the ADS 
programme and crossed the US $ 100 million mark in annual revenue.^ In the 
same year, Infosys became the first Indian registered company to get listed on 
NASDAQ and acquired SEI-CMM Level 5 certificate. The company opened its 
office in Germany, Sweden, Belgium and Australia and two more 
development centers in US in 1999. In the same year, company also started 
Infosys Business Consulting Services through reorganization for competences 
building Domain Competency Group (DCG), Software Engineering and 
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Technology Labs (SETLABS) and Communication Vertical Practices (CAPS). 
In 1999, the Infosys became IT giant and strengthened its position further in 
France by adding Schneider Electric, Alastam and EJC to its client list, adding 
Toshiba System Finance, Schluniberger and Cardiff. 
Infosys was the first company to be awarded "National Award For 
Excellence in Corporate Governance" conferred by the Goverrunent of India 
in the year 2000.5 j ^ j^^ g same year, it crossed US$ 200 million mark in annual 
revenue and established office in Hong Kong, Global Development Center in 
Canada, U.K. and 3 more development centers in US. In 2001,the Infosys 
touched US$ 400 million in annual revenue and opened offices in UAE, 
Argentina and development center in Japan. Infosys entered into an alliance 
with Sun Microsystems in 2001, to jointly market its products with Sun's 
platform to banks across the world.^ In financial year 2002, Mr. Nandan 
Nilikani took over as Chief Executive Officer while Mr. R. Narayana Murthy 
became Chairman and Chief Mentor. The company also touched half billion 
US$ and opened offices in Netherlands, Singapore and Switzerland in 2002.^  
The 2004 was the year of celebration, when Infosys crossed a US$ billion 
height in annual revenue. 
3. Indian IT Industry and Infosys Technologies Limited 
The concept of Information Technology has revolutionized the Indian 
economy. Now, it is flying high and is considered one of the fastest growing 
industries of the economy. The Indian IT Industry has pasted its mark in the 
global market by supplying high quality of software and services since the 
economic liberalization of Indian economy showing tremendous growth 
potential for future.^ Infosys Technologies Limited is a flag bearer and given 
momentum of Indian IT revolution. Infosys have made millionaires to their 
promoters, employees and as well as small investors. The mainstay of Infosys 
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is enterprise application and it is well entrenched in the banking, financial 
services and insurance segment. 
Table 4.1 throws light on share of Infosys revenue in Indian IT Industry 
total revenue from 1994-95 to 2003-04. Table also provides the revenue of 
Indian IT industry and Infosys in terms of Rs. Crore. It is evident from the 
table the share of Infosys revenue in the total revenue of Indian IT Industry 
was 0.91 percent in 1994-95, which rose continuously to reach 5.33 percent 
during the financial year 2003-04 accounting for a growth of more than 4 
percent in a span of eight years. Table further reveals that the average revenue 
of Infosys is Rs. 1837.42 crore with a S.D. 1714.81 for the period under study. 
The C.V. indicates that there is a wide fluctuation in the total revenue of 
Infosys. 
Table - 4.1 
Statement Showing Share of Infosys in Indian IT Industry Revenue 
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Source: Compiled and computed from Nassocm's web portal and Various Annual 
Reports of Infosys and Annexure 1. 
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4. Physical Performance Evaluation of Infosys Technologies 
Limited 
An attempt has been made in the following paragraphs to assess the 
physical performance of Infosys Technologies Limited in terms of total 
revenue from domestic and export market, PAT and PBIDT, the revenue by 
industry segments and geographical segments during the period 1995-96 -
2003-04. Performance of human resources and Economic Value Added are 
also evaluated along with share capital strengths of the company and the 
strategic investments by Infosys for the period under review. 
a. Infosys Earnings 
One of the India's top information technology services firm, Infosys 
offers a range of consulting and software services, including development and 
maintenance. Infosys increased their revenue earnings from Rs. 93.41 crore in 
the financial year 1995-96 to Rs. 4760.89 crore in 2003-04. The table 4.2 
provides statistics regarding revenue. Profit after tax and operating profit in 
terms of Rs. Crore from 1995-96 to 2003-04. 
Along with this, the table also shows PAT as a percentage of total 
income and operating profit (PBIBT) as a percentage of total revenue during 
1995 - 2004. The first IPO of the company came in 1993. The company 
registered its revenue earnings in 1993-94 at Rs. 30.08 crore and now it has 
reached up to the level of Rs. 4760.89 crore during the year 2003-04. PAT and 
PBIDT of the company are also increasing continuously with high growth 
rate. Table further shows that average profit after tax of Infosys is Rs. 462.95 
crore for the referred period. The S.D. and C.V. suggest wide fluctuating 
tendency in PAT and PBIDT both during the period under review. 
(139) 
Performance Evaluation of Infosys 
Technologies Limited 
Table - 4.2 
Statement Showing Infosys's Total Revenue, Profit After Tax and 
Operating Profit 





















































































Source: Compiled and computed from. Various Annual Reports of Infosys 
The Infosys is a globally recognized brand in software sector. It is the 
second largest software exporter in India. Infosys has registered 27.70 percent 
growth in export earrungs and 12.83 percent growth in domestic earrungs 
during 2003-04. Earnings from export market shared major portion of total 
earnings of the Infosys. Table 4.3 renders an account of exports revenue and 
domestic revenue in terms of Rs. Crore from 1996 to 2004. The table also 
provides statistics regarding growth trends in exports and domestic market of 
the company. It is indicated that the Infosys has recorded 23.90 percent 
growth in total revenue earnings in 2003-04. The earnings from exports have 
accounted for Rs. 125.30 crore and from the domestic market the earnings 
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were registered to the tune of Rs. 18.51 crore in 1996-97. Infosys has earned 
revenues amounting to Rs. 3544 crore from exports and Rs. 1216.89 crore from 
the domestic market during the financial year 2003-04. The statistical 
description in the table provides that the average exports and domestic 
revenues are Rs. 1248.44 crore and Rs. 599.74 crore respectively. Table further 
shows the S.Ds and C.Vs for the exports revenue and domestic revenue of 
Ir\fosys for the period under study. The C.V. indicates that the revenue from 
exports is widely fluctuating as compare to domestic revenue. 
Table-4.3 
Statement Showing Infosys Earning from Export and Domestic Market 





























































































Source: Same as table 5.2 
Infosys appears to have been attracting earnings mainly from exports 
market through providing software and services to more than 200 companies 
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globally. Table 4.4 presents the statistics regarding the share of exports 
earnings and share of domestic earnings in the total earnings of the company 
from 1996 to 2004. Table also throws light on the growth trends in the share of 
exports and domestic market. It is evident from the tabular analysis that the 
share of exports and domestic earnings accounted for 87.12 percent and 12.88 
percent in the total earnings of the Infosys. The slow down of global economy 
in 2000-01, the share breakup of the exports and domestic earnings has 
changed major portion of earrungs accrued from domestic market i.e. 55.63 
percent while the export earnings amounted to 44.37 percent. However, in the 
successive years once again share of exports has dominated in the total 
earnings of Infosys in 1996-97. The earnings from export was of the order of 
74.43 percent as against the domestic market share of 25.57 percent in 
company's total earnings during 2003-04. 
Table - 4.4 
Statement Showing Share of Exports and Domestic Earnings in Total 
Earnings of Infosys 
(1996-2004) 


























































Source: Same as table 5.3 
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b. Infosys Earnings by Industry Segment 
The company's operations predominantly relate to providing IT 
service to customers globally operating in various industry segments. 
Industry segments of the Infosys primarily consist of financial services 
comprising customers providing banking, finance and insurance services, 
manufacturing companies, companies in the telecommunication and retail 
industries and other such as utilities, transportation and logistic companies.^ 
Table 4.5 demonstrates the share percentage of various industries segments 
from 1998-2004. Banking and Financial Services Institutions (BFSI) segment 
has major share in total earrungs of Infosys in 2004 followed by telecom as 16-
6 percent, manufacturing 14.8 percent and retail v^ith 11.6 percent. 'Finacle' a 
banking software product manufactured by Infosys has substantial global 
demand. Among others, transformation industry has a major share of 7.1 
percent in the total earnings. 
Table - 4.5 
Infosys Earnings by Industry Segments 
(1997-2004) 
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c, Infosys Earnings by Geographical Segments 
A high geographical concentration of business leads to volatiUty 
because of its economic condition, global trade policies, local laws, political 
environment, work culture and ethics. Each market has distinct features 
pertaining to growth potential, IT spend, willingness to outsource, cost of 
penetration, country risk and price joint, Infosys does not impose any rigid 
limits on geographical concentration. North American countries are the major 
market where Infosys monitors geographical concentration.^^ Geographical 
diversification into Europe and Asia has also been a key focus area. Infosys 
has also strengthened its foothold in Australia with the formation of Infosys 
Australia. Infosys Shanghai was established to serve the local markets and 
meet global delivery requirements. Infosys now holds a premium position in 
the Japanese market through its high value and high margin services.^^ 
It is discernible from Table 4.6 that major chunk of Infosys earnings 
come from North America followed by Europe for the reviewed period. 
Table - 4.6 

































































Note- North American market includes United States, Canada and Mexico, 
Europe consists East and West Europe, Ireland and United Kingdom. 
Source: Same as table 5.5 
(144) 
Performance Evaluation of Infosys 
Technologies Limited 
Indian domestic market is also playing vital role with sizable earnings in the 
total earnings of Infosys. North America has registered 71.6 percent share in 
1996,which increased to 81.4 percent in 1999, however in 2004 it has declined 
to 71.2 percent. Whereas European market has contributed 12.9 percent share 
in the total earnings in 1996, which kept on increasing continuously reaching 
19.2 percent in 2004. 
d. Share Capital And Earnings of Infosys 
Table 4.7 renders accounts with regard to company's share capital, 
number of shareholders with Earnings Per Share (EPS) and Divided Per Share 
(DPS) from 1991-92 to 2003-04. Infosys made an Initial Public Offer (IPO) in 
February 1993 and was listed on stock exchange in India in June 1993. This 
company converted into public company in the same year increasing its share 
capital from Rs. 1.80 crore in 1991-92 to Rs. 3.35 crore in 1993-94 with 6,033 
shareholders. The company issued 3,97,978 shares on the exercise of stock 
options under employees stock option plans in 1998 and 1999. The 
outstanding issued, subscribed and paid up share capital of Infosys increased 
from Rs. 33.12 crore during 2002-03 to Rs. 33.32 crore during 2003-04. 
In the first year as a public company, Infosys declared dividend of Rs. 
1.75 per share, which increased to Rs. 29.50 per share in 2003-04. Infosys paid 
interim dividend of Rs. 14.50 per share i.e. 29 percent on par value of Rs. 5 / -
and then directors reconunended a final dividend of Rs. 15 per share i.e. 300 
percent on par value of Rs. 5 / - aggregating to Rs. 29.50 per share i.e. 590 
percent on par value of Rs. 5 / - for the year 2003-04. The number of shares 
holders also increased as public company from 6033 in 1993 to 66,945 
shareholders in 2003-04, an increase of almost 92 percent on average. 
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Table - 4.7 































































































* Basic Earning per share front ordinary business 
** Calculated as a per share basis, not adjusted for bonus issues in 
previous years. 
Source: Same as table 5.6 
It is evident from table 4.8 that the founders and their families have 
only 26.50 per cent voting strength. The table further provides the distribution 
of shares by categories of shareholders as on March 31, 2004. The Foreign 
Institutional Investors (FIl) have maximum voting strength of 41.82 percent as 
2,78,72,439 number of shares are held by them, followed by founders and 
their families with 1,76,69,995 shares. There are 66,945 shareholders of the 
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company with 6,66,41/056 shares as on March 31, 2004. The Infosys stock is 
more readily available to the public as its promoters hold just more than 
quarter of 26.50 percent of the company's equity. 
Table - 4.8 
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* Held by beneficial owners outside India 
Source: Compiled from Annual Report of Infosys 2003-04, p. 110 
e. Human Resource In Infosys 
Employees are vital and key resource of any company. Infosys has 
created a favorable work environment that encourages innovation and 
meritocracy and enables to attract and retain high caliber employees. The 
Infosys has changed the mindset from 'human resource utilization' to 
'nurturing and leveraging talent'.^^xhe Infosys believes in investing in people 
competencies for the business requirement. 
Table 4.9 provides information regarding the number of employees, its 
growth and per employee revenue earnings of the company from 1991-92 to 
2003-04. The Infosys employed 176 employees in 1991-92 with a per employee 
revenue earnings of Rs. 0.05 crore. The employee strength of the company is 
growing rapidly over of tinre. These were 573 employees in 1993-94 when the 
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company became public limited, the number of employees grew so much so 
that it reached in four-digits in 1995-96 with 1172 employees and crossed five-
digits limit in 2001-02. In the year 2003-04, Infosys accounted for 25,634 
number of employees with a per employees revenue earnings of Rs. 0.19 
crore. 
Table-4.9 
Employees Strength and Per Employee Revenue Earning 













































































































f. Research and Development (R & D) 
Since business paradigms and technologies are changing coristantly, 
continuous investment in research and development is of paramount 
importance. Infosys has taken the approach that its research must be 
beneficial to the company either in the short term or medium term. R&D of 
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new services, design, frameworks, processes and methodology continue to 
hold importance at Infosys.^^ Infosys continued to conduct researches in the 
areas of software engineering, project management, global delivery, emerging 
technologies and new tools and techniques. Infosys has various group 
engaged in R&D. The Education and Research (E&R) department conducts 
short-term and long-term research in the areas of knowledge management, 
performance testing, e-commerce, education and training^^ 
It is evidential from table 4.10 that the share percentage of R&D in total 
revenue is decreasing from 5.17 in 1997 to 0.94 percent in 2004. The table 
provides detailed accounts of expenditure on Research and Development 
(R&D) from 1997 to 2004. It also shows the revenue expenditure and capital 
expenditure on R&D separately. The Infosys is found to spend more on 
revenue expenditure as R&D. The company allocated Rs. 7.43 crore a R&D in 
1997 which went up to Rs. 44.54 crore in 2004. 
Table-4.10 
Infosys's Expenditure on R&D 
(1997-2004) 



















































Source: Same as table 5.6 
In the year 2004, out of Rs. 44.54 crore, Rs. 20.66 crore was spent on enhancing 
and developing new functionalities in the banking product suits Finacle. As a 
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result, Finacle is one of the premier banking products in the world with over 
94 customers across 27 countries. 
g. Foreign Exchange Earnings 
Infosys has established a substantial direct marketing network around 
the world, including North America, Europe and the Asia Pacific regior\s. The 
Infosys has also launched a global initiative to increase the awareness of the 
Infosys brand and of its products and services.^^ It has earned the global name 
for its services and product and as a result realized a significant portion of its 
foreign exchange earnings from exports. 
Table 4.11 shows the foreign exchange inflows and outflows by the 
Infosys from 1997 to 2004. The company had registered Rs. 57.86 crore in net 
foreign exchange in 1997 which has phenomenally swell on to Rs. 2525.02 
crore in 2004, an increase of about 533 percent on average. 
Table - 4.11 
Foreign Exchange Inflows and Outflows in Infosys 
(1997-2004) 


















































Source: Same as table 5.6 
The inflows in 1997 was Rs.114.03 crore which grew to Rs. 4532.56 in 2004 
registering an increase of 484.4 percent on average. The outflow of foreign 
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exchange in 1997 was Rs. 56.17 crore increasing to Rs. 2007.54 crore in 2004, 
showing an upward trend by 434.3 percent on average. It is noticeable to see 
that the growth in foreign exchange inflows is more than that of foreign 
exchange outflows during the study period. The average net foreign exchange 
is Rs. 949.27 crore with a S.D. of Rs. 887.19crore. The C.V. suggests the 
fluctuating trends in net foreign exchange. 
h. Strategic Investments 
The Infosys has made several strategic investments aggregating to Rs. 
153.13 crore in various companies by the end of 2003-04. These investments 
are strategic in nature and are aimed at procuring substantial business 
benefits to Infosys. Benefits from these investments are primarily in the form 
of revenue and net income enhancements, through technology partnership 
and access to the latest technological development.^^ Infosys invested an 
amount of Rs. 6.85 crore in Asia Net Media Limited towards issue of 300,00 
ordinary shares of par value $0.01 each at a issue price $0.05 per ordinary 
share. Asia Net intends to leverage under exploited offline brands in media 
and entertainment by delivery than through online channels and to establish a 
synergetic network of companies in this space.^'' An amount of Rs. 13.40 crore 
has been invested in CIDRA Corporation, USA towards issue of 33,333 fully 
paid convertible preferred stock. CIDRA is a developer of photonic devices 
for high precision wavelength management and control for next generation 
optical networks.^^ 
Infosys invested an amount of Rs. 0.75 crore by holding a 12.5 percent 
equity stake In JASDIC Park Company, Japan. JASDIC is an Indo-Japanese 
consortium founded by few Japanese companies and three Indian Companies 
including Infosys. JASDIC is providing high-quality software services from 
India for the Japanese Market. This is a line with Infosys's strategy to 
diversify its geographic client base.^^ (table 4.12) 
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M-Coininerce Ventures Private Ltd., Singapore has bagged investment 
Rs. 2.65 crore by Infosys. This company has been promoted by the Economic 
Development Board, Singapore and intends to focus on companies offering 
mobile portals, personal inforniation management and messaging bandwidth 
optimization and other key enablers of M-Commerce.^o (table 4.12) Infosys 
invested an amount of Rs. 8.95 crore in On Mobile Systems Inc., USA towards 
the issue of 100,00 comma stock fully paid, at 0.4348,100,00 voting convertible 
preferred stake, at $0.4348 and 44,000 non-voting convertible preferred stock 
at $0.4348 fully paid. The investment was made in the form of transfer of 
Intellectual property rights in Onsan - A web focused wireless enabled 
notification product.^i 
An amount of Rs. 2.33 crore has been invested in Stratify Inc., USA 
towards the issue of 2,76,243 fully paid convertible preferred stock at $1.81 
per share. It is a developer of Infrastructure software for ir\formation 
networks that enables intelligent content management and efficient enterprise 
wide knowledge management.22 
Workadia Inc. USA received an investment of Rs. 10.32 crore 
purchasing 22,00,00 fully paid convertible preferred stock at $1.00 each. 
Workadia provides companies with comprehensive, customizable business 
intranets through browser accessed hostel portals and also offers consulting 
services to help customers select and deploy their intranet applications, 
contents and services.^s Progeon Limited is a majority owned and controlled 
subsidiary of Infosys established on April 3, 2002 to provide business process 
management services. The total investment by Irifosys is Rs. 24.50 crore. 
Progeon seeks to leverage the benefits of service delivery globalization, 
process redesign and technology to drive efficiency and cost effectiveness in 
customer business processes. Progeon obtained funding of Rs. 49.00 crore 
from Citicorp International Finance Corporation, USA.24 On January 2, 2004 
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the Infosys acquired 100 percent of equity in Expert Information Services Pvt. 
Ltd., Australia. The acquired company has been renamed as Infosys 
Technologies (Australia) Pvt. Ltd. This investment would be helpful to 
increase the Infosys market share in Australian Market. The Infosys has 
invested a sum of Rs. 66.69 crore in this company.^s The Infosys set up a 
wholly owned subsidiary in the People's Republic of China named Infosys 
Technologies (Shanghai) Company Limited on October 10, 2003. The Infosys 
invested Rs. 4.55 crore in the subsidiary. This investment is helpful to tap the 















Table - 4.12 
Strategic Investment by 
Company 
Yantra Corporation, USA 
Alpha Thinx Mobile Phone Services 
AG, Austria 
Asia Net Media (BVS) Ltd., the British 
Virgin Island 
CIDRA Corporation, USA 
J ASDIC Park Company, Japan 
M-Commerce Ventures Ptc. Ltd., 
Singapore 
On Mobile System Inc. (Formerly 
Onscan Inc.) USA 
Stratify Inc. (Formerly Purple Yogi 
Inc.), USA 
Workadia Inc. USA 
Progeon Limited (Subsidiary of 
Infosys) 
Infosys Technologies (Australia) Pty. 
Ltd. 































Source: Compiled from Various Annual Reports of Infosys Technologies Limited, 
Bangalore 
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5. Financial Performance Evaluat ion of In fosys 
Ratios are the best tools to analyze the financial performance of a 
company. It allows inter company and intra company comparison and 
analysis. Ratios also provide information pertaining to financial conditions of 
the company.27 Ratio analysis in this section is divided into segments, viz. on 
P&L analysis, ratios of Balance Sheet analysis, ratios of grow^th trends and 
ratios related to shares. 
Table 4.13 analyzes the ratio for financial performance of Infosys from 
1995-96 to 2003-04. The analysis in the table has covered exports and domestic 
ratio with total turnover, depreciation and tax ratio on the basis of total 
turnover, operating profit ratio and net profit ratio during the period under 
review. Table shows that the share of exports has increased from 86 percent in 
1995-96 to 98.61 percent in 2003-04. The high growth in export earrungs of the 
company is ascribed to the global competitiveness of the Indian software. 
However, domestic turnover has shown a declining trend throughout the 
period of study on account of more emphasis on foreign market by the 
Infosys. The manpower cost as a percent of total turnover has registered an 
increasing trend indicating that the company is spending huge amount on 
grooming company's personnel. Increasing cost of labour is also responsible 
for the high manpower cost. The table presents statistics with regard to 
depreciation, tax on total turnover and tax on total PBT. Depreciation and tax 
as a percent of total turnover registered a wavering trend during the period 
under review. On an average Infosys paid 13.70 percent of PBT as tax during 
the period under reference. Table demonstrates that trend with regard to 
operating profit ratio is fluctuating with a 41.12 percent in 1999-2000 to 30.89 
percent in 2003-04. Net Profit Ratio also shows that during the year 1995-96, 
Infosys earned 22.49 percent net profit over the total turnover. It has 
(154) 
Performance Evaluation of Infosys 
Technologies Limited 
registered the highest ratio of 31.80 percent during 2000-01. However during 
the year 2003-04, Net Profit Ratio (NPR) declined to 26.12 percent. 
Table - 4.13 
Ratio Analysis for Financial Performance 



































































































































Source: Compiled and computed by the Research Scholar form various Annual 
Reports of Infosys Technologies Limited, Bangalore. 
Table 4.14 provides ratio analysis from the company's balance sheet 
during the period 1995-96 - 2003-04. Debt -Equity Ratio show^s that during the 
year 1995-96, Infosys has applied debt to finance their business operations. It 
is discernible from the table that the company has not used debt to finance its 
operation during the remaining period under reference. It is also indicating 
that owners of the company do not wish to dilute their controlling power over 
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the affairs of the company. Debtor turnover ratio shows that Infosys is 
efficiently managing its credit sales. Current ratio is higher than the normal 
accepted current ratio, which shows Infosy's tendency to maintain its short-
tem liquidity. Cash to total assets ratio is also advocating that company is 
maintaining a high balance of cash. Table further shows that during the initial 
year of the referred period, Infosys has invested substantial arnount in 
technologies, which has declined with the passage of time. ROCE and Return 
an invested capital presents the higher profitability of the Infosys. Capital 
output ratio shows the strong position of the Infosys during 2003-04. Overall 
ratios presented in the table depict the healthy financial performance of the 
Infosys. 
Table - 4.14 




















































































































































Source: Compiled and 
Technologies Limited. 
computed from various Annual Reports of Infosys 
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Table 4.15 furnishes the information regarding growth trends the 
Infosys during the period 1995-96 - 2003-04. Table presents an analysis of 
export turnover during the study period. Export turnover registered a healthy 
but wavering trend. Growth in export turnover is the highest (115.48 percent) 
in 2000-01 and the lowest (32.49 percent) during 2003-04. Growth of total 
turnover has registered a fluctuating trend during the study period. It has 
registered the highest growth of 112.70 percent during 2000-01 on account of 
outsourcing boom in the global economy. However growth in total turnover 
has declined to 31.42 percent during 2003-04 on account of keen competition. 
Operating profit and net profit have also shown encouraging trend 
throughout the referred period. However, the growth in net profit appears to 
have been declining during 2002-03 - 2003-04. 
Table-4.15 




























































































































Table 4.16 presents ratio regarding size of share capital from 1995-96 to 
2003-04. Table has further covered Earning Per Share (EPS), Dividend Per 
Share (DPS) and Book value. The Earning Per Share (EPS) is Rs. 13.12 during 
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1995-96, which has increased to Rs. 187.38 during 2003-04. The increasing 
trend in Earning Per Share (EPS) clearly shows the high earning capacity of 
the company. The Dividend Per Share (DPS) is constantly increasing 
throughout the period under study as a consequence book value of the share 
has also registered an increasing trend during the referred period. Increase in 
the book value of the capital is a result of bullish trend in the capital market. 
Table-4.16 










































































* From ordinary Activities 
Source: Compiled and computed by the Research Scholar from imrious Annual 
Reports of Infosys 
6. Economic Value Added (EVA) 
Economic value added measures the profitability of a company after 
taking into account the cost of all types of capital including equity. It is the 
post tax return on capital employed minus the cost of capital employed. 
Companies, which earn higher return than cost of the capital are said to create 
value. Those comparues, which earn lower return than cost of capital are 
deemed destroyers of shareholders value.^s 
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Table 4.17 throws on light Economic Value Added (EVA) by 
subtracting tax and cost of capital from operating profit (from ordinary 
business) from 1995 to 2004. The table shows the average capital employed 
and EVA as a percentage of capital employed during the study. It is 
discernible from the table that EVA of Infosys was Rs. 18.78 crore in the year 
1995 which crossed three digits to touch Rs. 129.06 crore in 2000, and them to 
scale another significant milestone by reach up to Rs. 689.63 crore in 2004 
registering a whopping 9.70 percent growth rate on average. The table also 
indicates the average of ten years of EVA, which was recorded to tune of Rs. 
229.06 crore. Infosys has registered higher return on cost of capital during the 
reviewed period. Table further analyze that the average EVA is Rs. 228.73 crore 
for the referred period. The C.V. is 1.12 suggesting the variability of the EVA of 
Infosys. 
Table - 4.17 
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* PBT excluding extra ordinary income 
Source: Compiled and computed from Various Annual Reports of Infosys under EVA 
statement. 
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7. Social Performance Evaluation of Irtfosys 
A strong sense of social responsibility is foremost among the core 
values of Infosys. This translates into a commitment to help people and 
communities to enhance living conditions and to improve education. In 1996, 
it established the Infosys Foundation as a not for profit trust but to support 
initiatives that benefit the society at large. The foundation supports 
programmes and orgaruzations devoted to the cause of the destitute, rural 
poor, mentally challenged belonging to the economically backward sections 
of the society. It also helps preserve certain arts and cultural activities of 
India, which are under the threat of dying out. Infosys Foundation is 
recognized under Section 80-G of the Income Tax Act 1961.29 Infosys built 
super specially hospital at Pune, donated eye operating equipment to the 
Chennai Ram Krishna Mission and built additional ward at the Swami 
Sivananda Memorial Hospital, Pattamadai.^° Infosys constructed orphanages 
in Rampur, Midnapur and Kalahandi in Orissa, Hostel for visually impaired 
tribal girls in Banapur, Behrampur District of Orissa. Doneted to the 
Department of Sainik Welfare and Resettlement towards education of 
children of diseases Sainiks, established counseling centers for the 
rehabilitation of devadasi women in North Karnataka and built cyclone, flood 
relief shelters in different district of Orissa.^^ Infosys renovated Gandhinagar 
and Kapikad Zila Panchyat Schools in Manglore, partially sponsored the air 
force to US for talented students from the Ramana Maharishi Academy Blind 
School, Banglore, donated study material to 20 schools in rural Karnataka and 
sponsored 'Wig Kid Pavilion' in which more than 500 students and young 
scientist participated at a science exhibition organized by National Science 
Congress.32 Established a cash award corpus fund for each year's medal 
(160) 
Performance Evaluation of Infosys 
Technologies Limited 
winner in Physics, Chenxistry, Biology, Astronomy, Information Science and 
Mathematics Olympiads at the Tata Institute of Fundamental Research (TIFR). 
The Infosys also donated towards installing traffic signals at Barmerghatta 
Circle, Bangalore and distributed personnel computers to National Law 
School of India University.33 
Table 4.18 shows the allocation of grants to Infosys Foundation by the 
company since its inception. In the very first year of establishment, company 
allocated Rs. 27 lakhs for various social causes. And it continued increase up 
to Rs. 12 crore in the year 2004 for the cause of health care, education Arts and 
culture and other social benefits.^^ 
Table - 4.18 






















Source: Compiled from Annual Report of 2001-02 and 2003-04 of Infosys 
8. Corporate Governance And Infosys 
Corporate Governance is a commitment to values and ethical business 
conduct. It is about how an organization is managed. This includes its 
corporate and other structure, its culture, policies and the manner in which it 
deals with various stakeholders. Timely and accurate disclosure of 
informatioris regarding the financial situation, performance, ownership and 
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governance of the company is an important part of corporate governance. 
This improves pubHc under standing of the structure, activities and policies of 
the organisation.35 
The concept of corporate governance emerged in the late 1980's w^hen 
several companies collapsed in UK because inadequate of operating control. 
This led to the setting up of Cadbury Committee on Corporate Governance in 
1991 by the London Stock Exchange under the Chairmanship of Andrian 
Cadbury, the report was submitted in 1992. The Cadbury Committee w a^s 
succeeded by Greenbury Committee in 1995 and the Han\pel Report in 1998 
both in UK36 
The developments that have been taken place in UK have been 
reflected on the corporate w^orld in India. The Confederation of Indian 
Industries (CII) in 1998 was the first to evolve a desirable code of corporate 
governmient in India. Thereafter, Security Exchange Board of India (SEBI) set 
up a committee on 7* May 1998 under the Chairmanship of Mr. Kumar 
Mangalam Birla to report on Corporate Governance and submitted report in 
1999. The committee made twenty-five recommendations, nineteen of them 
'Mandatory' in the sense that these are eriforceable.^^ Kumar Mangalam Birla 
Committee on Corporate Governance has made 17 specific recommendations. 
Infosys Complies with all recommendation except for the following:^^ 
1. Committee has recommended that in such companies the Chairman is 
also the Managing Director, at least non-executive directors should 
represent 50 percent of the Board. Ten Executive Directors constitute 40 
percent of the board strength at present. 
2. Committee has recommended that no single person should hold 
directorship in more than 10 companies. Two non-executive directors 
hold directorship more than 10 companies. 
3. Committee has recommended that non-executive directors be entitled 
to stock options, so as to enable them to bring in long-term value to the 
shareholders. 
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Infosys fully complies with all these recommendations on corporate 
governance. SEBI also instituted a committee under the Chairmanship of Mr. 
N. R. Narayan Murthy, which recommended enhancement in corporate 
governance. The committee report is yet to be accepted by SEBI.39 
In addition, the Department of company Affairs, Government of India 
constituted a nine-members committee under the stewardship of Mr. Naresh 
Chandra to examine various corporate governance issues and all 
recommendations are now mandatory .^ o 
Infosys believes that sound corporate governance is critical to enhance 
and retain investors trust. Infosys always seeks to attain its performance rules 
with integrity. Infosys disclosure always seeks to attain the best practices in 
International Corporate Governance. The company also endeavors to enhance 
long term shareholders value and respect minority rights in all business 
decisions. 
The Infosys corporate governance philosophy is based on the following 
principles.4^ 
1. Satisfy the spirit of the law and not just the letter of the law. Corporate 
governance standards should go beyond the law. 
2. Be transparent and maintain high degree of disclosure levels. 
3. Make a clear distinction between personal convenience and corporate 
resources. 
4. Communication externally in a truthful manner about how the 
company is run internally. 
5. Comply with the laws in all the countries in which it operates. 
6. Have a simple and transparent corporate structure driven solely by the 
business needs. 
7. Management is the trustee of the shareholders capital and not the 
owner. 
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At the core of its corporate governance practice is the Board, which 
overseas how the mariagement serves and protects the long-term interests of 
all the stakeholders of the company. Infosys have an active, well-informed 
and independent board to ensure the highest standards of corporate 
governance. Majority of the board, 8 out of 15, are independent members. The 
Infosys has compensation, nomination and audit committees, which are fully 
comprised of independent directors.^^ 
Infosys also adheres to the UN Global Compact Programme. Further, a 
note on Infosys's Compliance with the corporate governance guidelines of six 
countries in their national languages of Australia, Canada, France, Germany, 
Japan and UK.43 
9. United Nations Global Compact Programme And Infosys 
Commitments^^ 
Announced by the United Nations Secretary General Mr. Kofi Annan 
at World Economic Forum in Devos, Switzerland in January 1999 and 
formally launched at the UN Headquarters in July 2000, the global compact 
calls on companies do embrace nine principles in the areas of human rights, 
labour standards and environment. The global compact is a value-based 
platform designed to promote institutional learning. The nine principles are 
drawn from the Universal Deceleration of Human Rights, the International 
Labour Organization's fundamental principles rights at work and the Rio 
Principles on Enviror\ment and Development. According to these principles, 
business should-
1. Support and respect the protection of internationally proclaimed 
human rights. 
2. Ensure that they are not complicit in human right abuses. 
3. Uphold the freedom of association and the effective recognition of the 
right to collective bargaining. 
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4. Support the elimination of all forms of forced and compulsory labor. 
5. Support the effective abolition of child labour. 
6. Eliminate discrimination in respect of employment and occupation. 
7. Support a precautionary approach to environmental challenges. 
8. Undertake initiatives to promote greater environmental responsibility. 
9. Encourage the development and diffusion of environmentally friendly 
technologies. 
On August 27, 2001, Infosys adopted the UN Global Compact 
Programme and became a partner with the UN in this initiative. 
10. Conclusion 
Infosys Technologies Limited is one of the leading software companies 
engaged in effective business of IT services in Internet technology product 
development, engineering product design and data management. It was 
incorporated in 1981 as a private company and later became a public 
company in 1993. In the financial year 2003-04, it earned total revenue of Rs. 
4760.89 crore and the Profit After Tax (PAT) to the tune of Rs. 1243.47 crore. 
The Infosys is rated at level 5 of the capability Maturity Model (CMM), which 
is the world-class benchmark in software process management. 
Infosys has captured global i larket by providing its quality IT services 
and increased their demand. Share of export market of total earnings of 
Infosys accounted for 74.43 percent and foreign exchange inflows amounted 
to Rs. 4532.56 crore in 2003-04. It is encouraging to note that Infosys is making 
steady progress in its journey of Research and Development (R&D) spending 
around 0.94 percent oi its revenue on R&D during 2003-04 as against 0.40 
percent in 2002-03. North America is continuing to be a favorite destination of 
its products followed by Europe. 71.2 percent of its total exports revenue 
comes form North America, followed by European Market with 19.2 percent 
during 2003-04. The company has also registered Rs. 689.63 crore as its 
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Economic Value Added (EVA) in 2003-04. Ratio analysis of the Infosys 
provides information regarding the financial performance of the company. 
Most of the ratios are higher than the normally accepted norms in the IT 
industry. Current ratio and profitability ratio, export growth, debtor turnover 
ratio and other relevant ratios indicate a healthy financial position of the 
company. The Infosys has complied with all the recommendations except 
three of the Kumar Mangalam Birla Committee on Corporate Governance 
Constituted by SEBI. Information Technology in India is a flavor of 
globalization and Infosys is one of the cynosures of IT Industry in India. 
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Statistical Approach To Evaluating Performance of 
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Interpretation 
1. Introduction 
The wind of change is blowing across the globe. The economic policy 
makers. Corporate houses and economic entities are compelled to re-assess 
and re-evaluate their economic activities in the light of these rapid changes, 
which are sweeping the businesses globally. To fall in the line with the 
changing atmosphere business houses of different sectors are striving hard to 
draw maximum benefits. Globalization process has opened vistas for growth 
and development. IT industry is one of the several industries, which has 
derived maximum benefits from the changing business scenario. So there is a 
need to assess and evaluate the performance of Information Technology (IT) 
industry in general and Infosys Technologies Limited in particular. It is a 
common knowledge that IT Industry is providing strength to Indian economy 
in terms of higher exports revenue earnings, employment generation and 
profitability. 
In the present chapter an endeavor has been made to test the 
hypotheses set to evaluate performances of IT industry and Infosys. Various 
statistical tools have been applied to test the various hypotheses. Major 
statistical tools applied include Mean, Miiumum, Maximum, Standard 
deviation. Coefficient of Variance and Regression Analysis. Based on the 
application of statistical tools, threadbare analysis and interpretation have 
been made to arrive at the findings of the study. 
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2. Hypodieses Tested 
The study lias proceeded to set the objectives and to formulate the 
hypoflieses basal on ttie extensive survey literature on performance 
evaluation models viz-a-viz Indian IT industry and Info5ys.The research gap 
has been identifiol to develop the appropriate variables and the same have 
been coudied in terms of hypotiieses to be tested: 
1. HO. The null hypothesis assumes that flie IT industry's share 
in Indian exports is not increasing. 
HI. Failing to accept die null hypbtiiesis will automatically lead 
to accept tiie alternative hypottieses. 
2. HO. Hie null hypothesis presumes Aat FDI inflows in India are 
not functionally related to FDI inflows in Indian IT industry. 
HI. The alternative hypothesis would support that FDI inflows 
in India are functionally related to FDI inflows in Indian IT 
industry. 
3. HO. The null hypofliesis assumes fliat the exports revenue of 
Indian IT industry is liot significantly contributing to the total 
revenue of Indian IT industry. 
HI. Rejecting to acc^t tiie null hypothesis will automatically 
lead to accept the alternative hypoflie^ signifying that export 
revenue of Indian IT industry is contributing to ttie total 
revenue of Indian IT Industry. 
4. HO. The null hjrpothesis assumes tiiat the revenue from software 
is not significandy contributing towards the total revenue of 
Indian IT industry. 
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HI. Failing to accept ihe null hypottiesis will automatically lead 
to accept ihe alternative h)rpotiheses. 
5. HO. The null hypothesis presumes tiiat ndtiier the domestic 
revenue nor do the exports revenue earnings from Software, 
Hardweae and ITES-6PO segments have increased the total 
domestic revenue earnings and exports revenue tunings of 
Indian FT industry. 
HI. The alternative hypotiiesis would support that the domestic 
lev^^ue earnings as wdl as exports revenue earnings from 
Software, Hardware and ITES-BPO segments have increased the 
total domestic revenue earnings of Indian IT industry for the 
r^erred period. 
Ho. The titiU hypoth^is ^sumes that Infosys is not 
contributing to tiie growtii and d^relopment of IT industry in 
India in terms of revenue g^eration, exports revenue and 
enijployment generation. 
Hi. Tire alternative hypothesis would be tiiat ttie Infosys is 
contributing to tiie growtit and development of FT industry in 
India in terms of revenue generation,, exports revenue and 
emplojmient generation. 
The test of hypotheses has been conducted by means of tiie F-ratio of 
the regression equation to focus on tiie form of onpirical regression. The role 
of the independent variable is tested by t-test at 5% level of tiie coefficient of 
title respective variable The coefficient of detominants also provides an idea 
of the nature of the hypothesized relations. 
3. Testing of Hypottieses- Anal^is And Inteipietation 
t«r M- H-
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2. Hypotheses Tested 
The following hypotheses are being tested: 
HOI. The null hypotheses assume (i) that the IT industry's share in 
Indian exports is not increasing, (ii) that FDI iriflows in India is not 
functionally related to FDI inflows in Indian IT industry, (iii) that the exports 
revenue of Indian IT industry is not significantly contributing to the total 
revenue of Indian IT industry (iv) and that the revenue from software is not 
significantly contributing towards the total revenue of Indian IT industry. 
Failing to accept the null hypotheses will automatically lead to accept 
the alternative hypotheses. 
H02. The null hypotheses presume that the six select Indian IT 
companies i.e. TCS, Wipro Technologies, Satyam Computers, HCL 
Technologies, I-Flex Solutior\s and Pentasoft Technologies are neither 
contributing towards the exports revenue nor do seem to be major 
contributors to total revenue of Indian IT industry. Rejecting to accept the null 
hypothesis will automatically lead to accept the alternative hypothesis 
signifying that the six select Indian IT companies are contributing towards the 
exports and the total revenue of Indian IT industry during the period under 
reference. 
H03. The null hypothesis presumes that neither the domestic revenue 
nor do the exports revenue earnings from Software, Hardware and ITES-BPO 
segments have increased the total domestic revenue earnings and exports 
revenue earnings of Indian IT industry. The alternative hypothesis would 
support that the domestic revenue earnings as well as exports revenue 
earnings from Software, Hardware and ITES-BPO segments have increased 
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the total domestic revenue earnings of Indian IT industry for the referred 
period. 
H04. The null hypothesis assumes that Infosys is not contributing to 
the growth and development of IT industry in India in terms of revenue 
generation, exports revenue and employment generation. However, the 
alternative hypothesis would be that the Infosys is contributing to the growth 
and development of IT industry in India in terms of revenue generation, 
exports revenue and employment generation. 
H05. The null hypothesis suggests that the profitability and liquidity of 
Infosys Technologies Limited is not good enough as compared to profitability 
and liquidity of six select Indian IT companies in terms of Net Profit Ratio, 
RCXZE and Current Ratio. Rejecting to accept the null hypothesis will 
automatically lead to accept the alternative hypothesis signifying that the 
profitability and liquidity of Infosys Technologies Limited is better than 
profitability and liquidity of six select Indian IT companies in terms of Net 
Profit Ratio, ROCE and Current Ratio for the period under review. 
The test of hypotheses has been conducted by means of the F-ratio of 
the regression equation to focus on the form of empirical regression. The role 
of the independent variable is tested by t-test at 5% level of the coefficient of 
the respective variable. The coefficient of determinants also provides an idea 
of the nature of the hypothesized relations. 
3. Testing of Hypotheses- Analysis And Interpretation 
Table 5.1A reveals the information of the total India's exports revenue 
and total exports revenue of Indian IT industry during 1995-96 - 2003-04. 
Total India's exports revenue has shown a rising trends during the study 
period with an average of US$ 41695.78 million. The C.V. indicates that there 
are not wide fluctuations in India's total exports revenue. Table further 
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provides data regarding exports revenue of Indian IT industry during the 
period under reference. Table 5.IB presents estiniates of regression of exports 
revenue of Indian IT industry and total India's exports revenue. It is 
indicative from the table that the regression line is impressive in terms of F-
ratio and R-square. However, the F-ratio and t-ratio suggest that the 
regression rejects the null hypothesis of untrue relation at 5% level of 
significance. 
Table - 5.1A 
Total India's Exports Revenue and Total Exports Revenue of Indian IT 
(1995-96 to 2003-04) 
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Table - 5.1B 
Regression Estimates of Total Exports Revenue of Indian IT Industry Against 


















Source- Computed from Annexure-13 
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Table 5.2A shows the total FDI inflows in India and Indian IT industry 
from 1995-96 to 2003-04. The statistical description of total FDI inflows in 
India and FDI inflows in Indian IT industry in terms of mean, S.D., C.V., t-
ratio, minimum and maximum are also given in the table. The average FDI 
inflows in India amounted to US$ 3008.67 million with a S.D. of US$ 861.59 
million. The S.D. and C.V. indicate the fluctuating nature of the variable. The 
t-ratio suggests that the estimate is not significant at 5 % level. The FDI 
inflows in Indian IT industry take a mean of US$ 138.84 million with S.D. of 
US$ 92.67 million. The coefficient of variance (C.V.) suggests fluctuating 
tendency of the variables. However, t-ratio suggests that the estimate is not 
significant at 5% level. There is a big difference between the minimum FDI 
inflows and maximum FDI inflows in both the variables. It has been observed 
that the regression function takes F-value of 6.76, which is not statistically 
significant at 5% level. 
Table - 5.2A 
Foreign Direct Investment Inflows in India and IT Industry 
(1995-96 to 2003-04) 
















































Source- Compiled and Computed by the Research Scholar from (i) various issues of SI A Newsletter, 
Department of Industrial Policy and Promotion, GOI, New Delhi (dipp.nic.in) and 
(ii)Annexiires 4 andl4 
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Table - 5.2B 
Regression Estimates of FDI Inflows in IT Industry Against the Total FDI 
Inflows in India 
Coefflcient 
t-ratio 














Source- Computed from Annexure 14 
However, it seems that functional relation between FDI inflows in IT 
industry in India is explainable by the total FDI inflows in India. Coefflcient of 
determinants shows that only 49 percent of the variation of the dependent 
variable could have been explained by the fit. 
Table 5.3A reveals the statistical information regarding total revenue of 
Indian IT industry and total revenue froni exports of Indian IT industry 
during 1995-96 - 2003-04. The average of total revenue of Indian IT industry 
and total revenue from exports is US$ 10828.22 million and US$ 6394.44 
million respectively during the period under review. Table further shows the 
S.Ds and C.Vs for the total revenue and revenue from exports of Indian IT 
Industry. The S.Ds. of total revenue and revenue from exports of Indian IT 
industry amounted to US$ 6885.87 million and US$ 5381.40 million 
respectively. The C.V. of total revenue of Indian IT industry is more stable at 
63.54 percent than revenue from exports at 84.15 percent during the period 
under reference. 
Table 5.3B presents the regression estimates of the total exports 
revenue of the Indian IT industry against the total revenue of Indian IT 
industry. The F-ratio suggests that the regression is not significant at 5% level. 
The coefficient of determinants has explained 98 per-cent variations in total 
revenue of Indian IT industry. T-ratio is also indicating that null hypothesis 
should be rejected at 5% level. 
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Table - 5.3A 
Total Revenue and Total Exports Revenue of Indian IT Industry 
(1995-96 to 2003-04) 
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Source- Compiled and Computed by the Research Scholar from (i) the Data Available 
on nasscom.org, 2004 and 
(ii) Annexure 15 
Table - 5.3B 
Regression Estimates of Total Exports Revenue of IT Industry Against the Total 



















Source- Computed from Annexure 15 
Table 5.4A exhibits the statistical description of total revenue of Indian 
IT industry and total revenue from software for the period from 1995-96 to 
2003-04. The average total revenue of Indian IT industry an\ounted to US$ 
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10828.22 million with a S.D. US$ 6885.87 million for the period under 
reference. The C.V. at 63.59 percent shows some stability as compared to total 
revenue from software. The average total revenue from software is US$ 
6927.88 million. The S.D. amounted to US$ 5247.54 million and C.V. at 75.74 
percent indicates that there are fluctuations in total revenue from software 
during the study period. 
Table 5.4B furnishes an account of statistical estimates regarding the 
total revenue of Indian IT industry and revenue from software. The F-ratio 
and t-ratio suggest to reject the null hypothesis at 5% level. The coefficient of 
determinants indicates that as much as 98 percent variations in revenue have 
been explained by the estimates. Coefficient of revenues fails to support the 
null hypothesis. Software is the main contributor to the revenue of Indian IT 
Industry. 
Table - 5.4A 
Total Revenue from Software and Indian IT Industry 
(1995-96 to 2003-04) 
















































Source- Compiled and Computed by the Research Scholar the from (i) Data Available on nasscom.org, 
2004 and (ii) Annexure 16 
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Table - 5.4B 
Regression Estimates of Total Revenue of Software Against the Total Revenue of 


















Source- Computed from Annexure 16 
The statistical information with regard to total exports revenue of 
Indian IT industry and exports revenue of six select Indian IT companies 
during the period 1995-96 - 2003-04 is enunciable from table 5.5A. The average 
exports revenue of Indian IT industry is Rs. 24071.89 crore with a S.D. of Rs. 
20618.66 crore during the period under reference. The C.V. is 85.65 percent 
suggesting the variability of the exports revenue. Table further shows the 
average exports of six select Indian IT companies at Rs. 6069.52 crore for the 
period under study. The S.D. amounted to Rs. 5014.79 crore with C.V. at 82.62 
percent indicating fluctuations in exports revenue of six select Indian IT 
companies for the period under reference. 
Table 5.5B shows the regression estimates of total exports revenue of 
selected companies against the total exports revenue of Indian IT industry. 
The F-ratio suggests that the null hypothesis should be rejected at 5% level. 
The coefficient of determinants is quite impressive to explain as much as 99 
percent of variation in exports revenue. The coefficient of exports revenue of 
six select Indian IT companies demonstrates significant relation towards the 
promotion of exports of the Indian IT industry. 
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The coefficient of determinants explains 69 per-cent of the variation in 
the total exports revenue. It seems that the IT companies under reference are 
major contributors towards the exports revenue of Indian IT Industry. 
Table - 5.6B 
Regression Estimates of Total Revenue of Six Selected Indian IT Companies 




















Source- Computed from Annexure 18 
Table 5.7A provides statistical information regarding total domestic 
revenue of India IT Industry and doniestic revenue of software from 1995-96 
to 2003-04. Total domestic revenue of Indian IT industry has shown increasing 
trends during the period under review. The domestic revenue of software has 
also shown increasing trend with an average of US$ 1799.44 million for the 
period under reference. The S.D. of the variables is US$ 1177.97 million with a 
C.V. of 65.46 percent indicating huge gap between the minimum revenue and 
maximum revenue. 
The regression estimates of domestic revenue from software against 
the total domestic revenue of India IT industry is given in table 5.7B. Table 
shows that the regression failed to demonstrate an impressive regression fit in 
terms of F-ratio and R-ratio. The coefficient of determinants shows that 57.2 
percent of the variation in the revenue figure could have been explained by 
the regression functions. However, the independent variable fails to hold the 
coefficient of statistical significant. The statistical inforn\ation also reveals that 
software sector has its own strength to generate the revenue and it is fairly 
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contributing towards the revenue of the Indian IT industry as a whole during 
the period under reference. 
Table - 5.7A 
Total Domestic Revenue of Software and Indian IT Industry 
(1995-96 to 2003-04) 
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Source- Compiled and Computed by the Research Scholar from (i) the Data Available 
on nasscpm.org, 2004 and 
(ii) Annexure 19 
Table - 5.7B 
Regression Estimates of Domestic Revenue from Software Against the Total 






















Source- Computed from Annexure 19 
Table 5.8A presents the total domestic revenue of hardware and Indian 
IT industry from 1995-96 to 2003-04. The mean value of total domestic 
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revenue of Indian IT industry amounted to US$ 4433.78 million with a S.D. of 
US$ 1721.75 million. The C.V. is 38.83 percent, which suggests that the 
variable is considerably stable. Table further reveals the average revenue of 
hardware, which amounts to US$ 1480.78 million with a S.D. of US$ 846.31 
million. C.V. (57.15 percent) suggests that the variable is not very stable. 
An attempt has been made to find out whether the domestic revenue of 
hardware is functionally related to total domestic revenue of Indian IT 
industry. The dependent variable of regression is the domestic revenue of 
hardware. The independent variable of regression is the total domestic 
revenue of Indian IT industry. The regression estimates have been 
represented in table 5.8 B. The F -statistics suggest that the null hypothesis 
should be rejected at 5% level. The coefficient of determination is as low as 
0.226 to indicate that as much 22.6 percent of the variable in the domestic 
revenue of IT industry could have been explained by the regression equation. 
Table - 5.8A 
Total Domestic Revenue of Hardware and Indian IT Industry 
(1995-96 to 2003-04) 
















Total Domestic Revenue of 































Source- Compiled and Computed by the Research Scholar from (i) the Data Available on 
nasscom.org, 2004 and 
(ii) Annexure 20 
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Table - 5.8B 
Regression Estimates of Domestic Revenue from Hardware Against the Total 






















Source- Computed from Annexure 20 
Table 5.9A presents information with regard to domestic revenue of 
ITES-BPO and Indian IT industry during the period from 1995-96 to 2003-04. 
Total domestic revenue of Indian IT industry has shov^m increasing trend v^ith 
an average of US$ 4433.78 million. The S.D. is US$ 1721.75 million with a C.V. 
of 38.83 percent indicating somewhat stable nature of variables. Total 
domestic revenue of ITES-BPO has shown wide fluctuating trends. The 
average domestic revenue of ITES-BPO is US$ 1153.55 million with a S.D. of 
US$ 869.67 million for the period under reference. The C.V. indicates wide 
fluctuations in the domestic revenue of ITES-BPO. 
The above discussion brings forth the trends in domestic revenue of 
India IT industry and domestic revenue of ITES-BPO. A regression is 
conducted on the revenue of independent variable. The regression estimates 
are presented in the table 5.9 B. The F-ratio indicates that the hypothesis of 
untrue relation among the variables should be rejected at 5% level of 
significance. The coefficient of determinants does not demonstrate an 
impressive result as the functions explain only 24.2 percent of variation of the 
variables. The F-ratio indicates that total domestic revenue of India IT 
industry and domestic revenue of ITES-BPO is not statistically dependent. 
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Table - 5.9A 
Total Domestic Revenue of ITES-BPO and Indian IT Industry 
(1995-96 to 2003-04) 
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Source- Compiled and Computed by the Research Scholar from the Data Available on 
nasscom.org, 2004 and Computed from Annexure 21 
Table - 5.9B 
Regression Estimates of Domestic Revenue from ITES-BPO Against the Total 






















Source-Computed from Annexure 21 
Table 5.10A provides statistical information about the exports revenue 
of software and Indian IT industry for the period from 1995-96 to 2003-04. 
Exports revenue of software has shown an increasing trend during the period 
under reference. The average exports revenue of software amounted to US$ 
5128.44 million with the S.D. of US$ 4101.39 million. The C.V. suggests that 
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there is the variation in the exports revenue of the software during the study 
period. Comparative analysis of exports revenue of Indian IT industry and 
software shows that intensity of variance is greater in exports revenue of 
Indian IT industry than that of exports revenue of software during the period 
under study. 
Table 5.10B presents the analysis of functional relation of the exports 
revenue of the software with the independent variable comprising the exports 
revenue of Indian IT industry. It can be observed from table that the 
regression line seems quite impressive in terms of F-ratio and R-square. 
The F-ratio suggests that the null hypothesis should be rejected at 5% 
level of significance. The coefficient of determinants indicates that as much as 
99 percent variation at the total exports revenue of software has been 
explained by the regression estimates. The statistical analysis suggests that the 
exports revenue of software is wholly based on the strength of Indian 
software. 
Table - 5.10A 
Total Exports Revenue of Software and Indian IT Industry 
(1995-96 to 2003-04) 
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Source- Compiled and Computed by the Research Scholar from (i) the Data Available on nasscom.org, 2004and 
(ii) Annexure 22 
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Table - 5.10B 
Regression Estimates of Exports Revenue from Software Against the Total 




















Source-Computed from Annexure 22 
An important parameter of IT industry is the hardware in the context 
of the economy of India and its role in the exports revenue generation. Table 
5.11 A presents figures related to total exports revenue of Indian IT industry 
and exports revenue of hardware during the period 1995-96 -2003-04. The 
average exports revenue of Indian IT industry amounted to US$ 6394.44 
million with a S.D. of US$ 5381.40 million. The C.V. indicates wide gap 
between the minimum and maximum exports revenue. The exports revenue 
of hardware has also shown high variation between the minimum and 
maximum degree. 
Table 5.11B presents the regression estimates of the variables. It has 
also been observed that the regression does not give an impressive fit based 
on F-ratio and R-ratio. The F-ratio suggests rejecting the null hypothesis of 
untrue relation with 95 percent corifidence level. The coefficient of 
determinants suggests that as much as 26 per-cent of the variation in the 
exports revenue have been explained by the regression forms. 
Coefficient of independent variable does not hold coefficient of 
statistical significance at 5% level. The alternative hypothesis stands valid that 
exports revenue of hardware is a function of total exports revenue of India IT 
industry. 
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Table-5.11 A 
Total Exports Revenue of Hardware and Indian IT Industry 
(1995-96 to 2003-04) 
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Source- Compiled and Computed by the Research Scholar from (i) the Data Available 
on nasscom.org, 2004 and 
(ii) Annexure 23 
Table-5.1 IB 
Regression Estimates of Exports Revenue from Hardware Against the Total 




















Source-Computed from Annexure 23 
Table 5.12A presents total exports revenue of Indian IT industry and 
exports revenue of ITES-BPO during the period 1995-96 -2003-04 It is 
discernible from the table that average exports revenue of ITES-BPO 
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amounted to US$ 1074.44 million with a S.D. of US$ 1241.56 million. C.V. is as 
high as 115.55 percent indicating the huge gap between the minimum exports 
revenue and maximum exports revenue oi ITES-BPO during the period under 
reference. 
Table 5.12B presents regression estimates of exports revenue of ITES-
BPO and total exports revenue of Indian IT industry. It has been observed that 
regression does not provide an impressive fit. The F-ratio suggests rejecting 
the null hypothesis. Coefficient of determinants suggests that 93.6 percent of 
the variation in the exports revenue has been explained by the regression 
estimates. It can be inferred from above discussion, that there is no statistical 
relation between exports revenue of Indian IT industry and exports revenue 
of ITES-BPO. It seems that ITES-BPO exports revenue has increased due to 
some location advantages enjoyed by the Indian economy. 
Table - 5.12A 
Total Exports Revenue of ITES-BPO and Indian IT Industry 
(1995-96 to 2003-04) 
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Source- Compiled and Computed by the Research Scholar from (i) the Data Available 
on nasscom.org, 2004 and 
(ii) Annexure 24 
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Table - 5.12B 
Regression Estimates of Exports Revenue from ITES-BPO Against the Total 




















Source-Computed from Annexure 24 
Table 5.13A presents total revenue of Indian IT industry and total 
revenue of Infosys during 1995-96 - 2003-04. The average revenue of Indian IT 
industry is amounted to Rs. 41809 crore for the period under review. The S.D. 
and C.V. suggest that fluctuating nature of the revenue of Indian IT industry 
during the study period. Table further provides information v^ith regard to 
total revenue of Infosys for the period under review. The average revenue of 
the Infosys amounted to Rs. 1653.21 crore with a S.D. of Rs. 1696.36 crore. The 
C.V. is as high as 102.61 percent indicating a big gap between the minimum 
and maximum revenue of Infosys. 
Table 5.13B presents the regression estimates, which suggests that the 
coefficient of determinants indicating that 97 percent variation in the revenue 
of the Infosys has been explained by the regression analysis, t-ratio and F-
ratio suggest that the observations are not statistically significant. 
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Table - 5.13A 
Total Revenue of Indian IT Industry and Total Revenue of Infosys 
(1995-96 to 2003-04) 
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Source- (i) Compiled and Computed by the Research Scholar from Various 
Annual Reports of Infosys 
(ii) The data available on Nasscom.org, 2004 
(Hi) Annexures land 25 
Table - 5.I3B 
Regression Estimates of Total Revenue Infosys Against the Total Revenue of 


















Source-Computed from Annexure 25 
Table 5.14A represents the profile of total employees in Indian IT 
industry and Infosys. The figures shov^n are in numbers, w^hich indicate that 
the average number of employees engaged by the Indian IT industry is 
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478394. The mean of the employment in Infosys is 11529. From the table, it can 
be inferred that employment is increasing in both Indian IT industry and 
Infosys. 
Table - 5.14A 
Total Employees in Indian IT Industry and Infosys 











Total Employees in 





















Source- (i) Compiled and Computed by the Research Scholar from Various Annual 
Reports of Infosys 
(ii) The data available on Nasscom.org, 2004 
(Hi) Annexure 26 
Table - 5.14B 
Regression Estimates of Total Employees in Infosys Against the Total Employees 




















Source-Computed from Annexure 26 
The relation between employment in Indian IT Industry and Infosys is 
given in table 5.14B. The dependent variable is employment in Infosys and the 
independent variable is employment in Indian IT industry. It has been 
hypothesized that changes in employment in Infosys depend on the 
employment in Indian IT industry. However, regression parameters are not 
satisfactory hence, null hypothesis is accepted. Regarding the coefficient of 
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determinants, not more than 9.51 percent of the variation could have been 
explained by the ordinary regression. This implies that employment of 
Infosys is not functionally related with the employment in IT industry. 
Table 5.15 presents information of profitability of six Indian IT 
companies under reference and Infosys in terms of Net Profit Ratio (NPR). 
The mean of the net profit ratio of six Indian IT companies is 19.22 whereas 
mean net profit ratio of Infosys is 26.82. The standard deviation of selected IT 
companies is 3.10 with a C.V. of 16.12 percent. However, the S.D. of Infosys is 
3.62 with a C.V. of 13.49 percent. Trends shows that net profit ratio of both the 
variables are not stable. However, profitability of Infosys is better than the six 
select Indian IT companies. 
Table - 5.15 
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* Average Net Profit Ratio of Six select Indian Companies are taken here. 
Source- Compiled and Computed by the Research Scholar from (i) Various Annual 
Reports of Infosys, TCS, Wipro, Satyam Computers, HCL Technologies, Pentasoft 
Technologies and I-Flex Solutions and 
(ii) Annexure 27 
Table 5.16 reveals information with regard to Irifosys Technologies 
Limited and six selected Indian IT companies in terms of Return on Capital 
192 
Statistical Approach To Evaluating Performance of Indian 
• IT Industry: Testing of Hypotheses-Analysis And Interpretation 
Employed (ROCE) during 1995-96 -2003-04. The mean of ROCE of six select 
Indian IT companies is 24.27 where as mean ROEC of Infosys is 49.01 for the 
period under review. The S.D. of selected IT companies is 2.78 with C.V. 11.45 
percent. However, the S.D. of Infosys is 9.85 with the C.V. 20.09 percent. As 
per the trends shown in the table, the stability and uriiformity of six Indian IT 
companies seem better than the Infosys Technologies Limited. However, 
profitability in terms of ROCE of Infosys is better than the average ROCE of 
six selected Indian IT companies. 
Table - 5.16 
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ed Indian Companies are 
taken here. 
Source- Compiled and Computed by the Research Scholar from (i) Various Annual 
Reports of Infosys, TCS, Wipro, Satyam Computers, HCL Technologies, Pentasoft 
Technologies and I-Flex Solutions and 
(ii) Annexure 28. 
Table 5.17 presents information regarding current ratio of Infosys 
Technologies Limited and IT Companies under reference during 1995-96 -
2003-04. The mean of current ratio of six select Indian IT companies is 3.29 
whereas mean of current ratio of Infosys is 4.12 for the period under 
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reference. The S.D. of six select Indian IT companies is 1.36 with C.V. 41.33 
percent. However, the S.D. of Infosys is 1.29 with the C.V. 31.31 percent. 
Analysis brings forth that the stability of current ratio of Infosys is better than 
the current ratio of six selected Indian IT Companies. 
Table - 5.17 
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* Average Current Ratio of Six Selected Indian Companies are taken here 
Source- Compiled and Computed by the Research Scholar from (i) Various Annual 
Reports of Infosys, TCS, Wipro, Satyam Computers, HCL Technologies, Pentasoft 
Technologies and I-Flex Solutions and 
(ii) Annexure 29 
4. Conclusion 
From forgoing discussions, it may be inferred that the exports revenue 
from IT industry is significantly contributing towards the growth of India's 
total exports during the study period. FDI inflows in Indian IT industry is 
functionally related with the total FDI inflows in India. The total revenue of 
Indian IT industry is statistically related to the exports revenue of Indian IT 
industry. Study reveals that the exports revenue of the Indian IT industry is 
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significantly contributing to total revenue earnings of the industry. Analysis 
further reveals that most of the revenue of the India IT industry is dependent 
on the revenue earnings from the softv^are. Statistical analysis further 
presents that the six select Indian IT companies are the major contributors in 
the total revenue and exports revenue of the Indian IT industry. 
The domestic revenue of India IT industry and domestic revenue from 
software is statistically significantly. Domestic revenue from the hardv^are is 
also significantly contributing to the growth of total revenue of India IT 
industry. Analysis shows that ITES-BPO is also responsible for the growth of 
Indian IT industry. However, exports revenue from software is the biggest 
contributor towards total revenue earnings of Indian IT industry. Exports 
revenue from hardware is also gaining momentum as per the statistical 
analysis. Statistical analysis proves that the exports revenue from ITES-BPO is 
also fairly contributing towards the development of the Indian IT industry. 
Analysis of hypotheses provides statistical inferences that the Infosys 
Technologies Limited is positively contributing towards the growth of Indian 
IT industry in terms of total revenue earnings and exports revenue earnings. 
However, the employment situation of Infosys is not statistically significant. 
Further more, the performance of Irvfosys is better than the six selected Indian 
IT companies in terms of Net Profit Ratio, Return on Capital Employed and 
Current Ratio. 
In a nutshell, it may be deduced that the performance of six selected 
Indian IT companies in general and Infosys in particular are providing solid 
base for growth and development of Indian IT Industry. 
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Infosys Technologies Limited 
1. Introduction 
The present chapter recognizes some of the threat faced by the Indian 
IT Industry in general and Infosys in particular. This chapter also highlights 
the future prospects of the industry in new millennium. Indian IT industry as 
a matter of fact, has proved to be gold standard for the economy. This 
industry has also taught lesson to other industries in the economy in terms of 
rising revenue growth, employment generation and global market 
capitalization. Infosys has its their stewardship to IT industry global 
recognition and this company is the second largest software exporter of the 
industry. Infosys has made millionaire, not just of its promoters, employees 
but also of small investors by giving high ratio of EPS and DPS. 
The process of liberalization for gl )balization of Indian economy was 
initially started in 1985 by the then Prime Minister (Late) Mr. Rajiv Gandhi 
and then full-fledged liberalization was introduced in July 1991. The 
wholesale liberalization package for IT industry came in 1994-95. After this, 
Indian soil became a cynosure for global IT companies to establish their 
centers in India. This IT companies were outraced globally due to high 
equality of skilled IT professionals at a very cheap rates. Besides this, India 
has strong potential to attract many transnational IT companies to come 
forward to start operation in India because of this strength with vast domestic 
market, easy taxation and cooperative nature of government. This chapter 
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also identifies some of the gray areas of the Indian IT Industry as well as 
Infosys such as low standard Infrastructure, weaker economic condition of 
people, curse of piracy, lack of cyber laws, imbalanced demand and supply 
equation of IT professionals etc. 
2. Constraints for Indian IT Industry and Infosys 
The information Technology is invading our lives, human relations and 
relations in the world. Nevertheless these are some factors that are affecting 
the growth and development IT Industry in India. 
They are explained in detail as under: -
> Economic Conditions 
> Undeveloped Domestic IT Market 
> Infancy of Internet Penetration 
> Project Management skills 
> Inadequate Cyber Laws 
> High Rate of Piracy 
> Lack of R&D Investment 
> Risk Elements 
> Inefficient Marketing and Distribution Services 
> Poor Infrastructure 
> Improper Communication facilities 
> Imbalance Demand and Supply Equation of Professionals 
> Underdeveloped Hardware Market 
> Language Barrier 
> Visa Regulation 
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> Bottleneck Competition with other Countries 
> HR Problems in BPO Sector 
India is a developing economy and a quarter of population is residing 
under below poverty line. Apart from various initiatives and schemes of 
government to education, 35 per-cent of population are still illiterate and 
more than 70 per-cent of population are living in small and medium villages 
with no proper electricity, no proper linkage to urban areas and no more 
conmiunication facilities. Excluding BPL population around 10 percent are 
hand to mouth earner.^ In all these conditioris, Indian domestic IT market is 
under threat. At this juncture, 45 percent of populations are unaware of this 
Information Technology and not even in condition to know about this magic 
technology. 
The domestic IT market is under-developed for the personal computer 
and hence it can be said that the software market is under scan and thus 
business depends mainly an export market. Presently the rate of use of PCs is 
0.08 percent of total population and that is 8 per thousand people.^ The 
chances for the development in IT Industry especially in software sector will 
increase if growth takes place in the domestic market. Software market is 
pillar of the IT industry in India. Government for encouraging domestic 
computerization provides new schemes on computer. Government 
departments as well as schools and colleges are made computerized. 
Indian companies will be helped if there is growing and profitable 
market. The growing market will help Indian companies to stabilize their 
work when exports market in sensitive and slowdown in overseas and to 
develop skills in terms of quality and reliability of the products. 
Number of players in Internet Service Providers (ISPs) was restricted 
due to which domestic market was directly affected but new private ISP 
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policy will help to improve the scenario. Presently there is only 26 million 
people are using Internet services.^ 
Although the IT Industry is growing with lightening speed, it is facing 
some major problems. As most of skillful project managers becoming 
entrepreneurs, a gap is created in demand and supply of the project 
management skills."* Another obstacle in the development of IT industry are 
inadequate cyber laws. With regard to regulatory constraints producers 
consider poor enforcement of copy right protection and security law, both at 
home and abroad is the most important reason for the irisignificant market 
share of prepackaged Indian software products.^ 
Beside these, piracy of software in India is the role rather than 
exception. Software is one of the most precious technologies in this 
knowledge economy. But unfortunately, because of software is highly 
valuable and computer may create any exact copy of the programmes, 
software piracy is most interspersed in India. With pirated versions of 
sophisticated software frequently costing less than Rs. 500, domestic 
producers are affected negatively in direct and indirect ways. While the direct 
affect defines the shrinkage in their market share, the indirect effects reflect 
the downward pressure on their prices.^ 
Low level of R&D investment made by Indian companies defines a 
major constraint for software industries. Software developers along with 
entrepreneurs in many sector of IT Industry have experienced poor levels of 
R&D investments. This has resulted in missed opportunities for the 
development of indigenous technologies and new software products.^ 
Software products, together with the continuously changing nature of 
production technology and demand in this market, raise the associated risks 
of Indian producers to a very high level. Since rapid diffusion of innovation 
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prevents full appropriation of returns on investment, individual producers 
are unwilling to commit themselves to significant investment in these areas.^ 
Capturing a major share of international market requires development 
of a global distribution network to respond effectively to clients' need and 
standards and setting up of after-sales-services shops to provide support, 
maintenance and upgrades for the product line. Most of Indian IT companies 
are lag behind on both of these fronts because developing distribution 
capabilities and after sales service workshops are time corisuming and 
expensive.^ 
Industrial infrastructure defining provision of power, communication 
and transport is a preliminary requirement for production irrespective of its 
specific form Infrastructure is not available of required standard. It is a hurdle 
in the promotion of Indian IT industry. Two major IT hub of India are NCR 
and Bangalore, NCR includes Delhi, Gurgaon, Faridabad and Noida and 
facing worst condition of power supply.^^ 
The irxfrastructure that is the provision of telecommunication network 
and it may be called as other side of the same coin. IT companies in India 
encountered a number of telecommunication problems including shortage of 
telecom links, time lag in accessing such links, poor transmission and high 
cost of installation and use. Export prospects of the software are hampered 
due to inadequate communication facilities.^^ There is huge requirement for 
the expansion as still the ratio of telephones is 33 telephones per thousand 
people and thanks to mobile revolution India and it has given a new 
momentum and done better in comparison to fixed line phone. Mobile phone 
also gone ahead as 34 mobile per thousand people.^^ J\^Q some problem with 
the transport facilities. India is the largest rail network in Asia and second in 
the world but till now there are some places where neither rail nor road 
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transport is available. This scenario of infrastructure has restricted the 
development of Indian IT industry is full boom.^^ 
India is famous world wide for giving large number of talented IT 
professionals but still it is lacking to meet the demand of IT professionals 
within the country. According to Nasscom-Mckinsey study, the demand for 
IT professionals in 2004 is 8 lakhs, while it is expected 12 lakhs in 2008 ad it 
has supplied only 7 lakhs in 2004.^ ^ In order to meet this crisis government 
has planned to start new educational institutions, which will be especially for 
the development of IT professionals. This problem is further enhanced by an 
increased demand for IT professionals at other countries. Indian IT 
professionals are highly skilled having greater knowledge at their field. 
Majority of IT professionals prefer to work at overseas companies as they are 
offered lucrative packages. This turn adversely affects the internal IT 
market.15 
IT industry depends mainly on software sector as hardware sector is 
under developed. Some of the problems faced by hardware sector as per 
acknowledged by the Group of Members horn Ministry of Information 
Technology, Planning Commission and sector itself are tariff structure, under 
developed infrastructure and high cost of finance. Government has made 
several plans to put the hardware section on right track.^^ 
India is the largest country having people speaking different languages 
and English language and their knowledge is restricted to minor portion. 
Most of software are available in English in Indian market, so the penetration 
rate is very low. If such software are available in local language, then this will 
help greatly in the spread of computer penetration in the non-English 
speaking population.^^ Recently Microsoft has launched some software in 
local languages. 
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Temporary visa and permission for the employees of the software 
exporters for on site software assignments in US and European countries are 
different. After 9/11 attack, US has restricted HI visa for Indian IT 
professionals.^^ Major part of the exports takes place an onsite services, hence 
the problem in of greater concern for software export. The same problem is 
also affected the working of Infosys. 
Indian software industries are in danger as several other countries 
especially china is producing efficient IT professionals. China is also giving 
tough competition to India in matter of low cost. The major problem with the 
Chinese IT professionals is the English language. But now Chinese 
government is organizing English teaching and learning programmes.!^ Thus, 
there is every possibility of full in demand of India IT professionals in coming 
years. To compensate the problems, quality professionals, timely delivery etc. 
should be provided and that can lead over China remains intact.^o 
Indian ITES-BPO sector of IT Industry is not without problems and 
facing a lot of problems especially in the field of human resources. 
Noteworthy problem of this sector is the ill health of the employees due to 
high stress. The employees in this sector work in the night in India to account 
for the 12 hours time lag between US and India. And this leads changes of the 
rhythms and dysfunctional behavior of employees specially who works in call 
centers.2! BPO wing of Infosys, Progeon Limited is also facing the same 
problems and creates high attribution rate in this sector. 
Apart from these problems, Nasscom has identified same problems 
faced by Indian IT Industry. These are as follows: -
1. Lack of global parity in telecom tariffs and even some private telecom 
operator has different tariffs in India. 
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2. Lack of standard level of infrastructure, especially in power supply 
and transport facility. 
3. Domination of exports of export services rather then export of software 
products in form of package, this is due to low level of investment in 
R&D. 
Location disparity is another problem is front of Infosys and it has 
ignored northern and eastern areas of India to open the development and 
business centers in these areas. 
3. Prospects for Indian IT Industry and Infosys 
The future prospects of this industry are great despite several 
problems. The potential for all the sectors of the IT Industry and Infosys as 
well has shown tremendous growth in the last decades. The future and the 
Indian IT Industry are glorifying because still a vast global market remained 
undeveloped. Presently India's share in global market is around one present, 
therefore, there is immense potential in the international n\arket of 
outsourcing product and package. 
The following part of this chapter discusses the future prospect for 
growth and development of Indian IT Industry and Infosys. The rate of 
growth of PC market in India is quite good and it is considered that growth of 
any industry comes through high demand on domestic market. Presently the 
population of PC penetration is around 10 million on 8 percent 1000 people. It 
is expected to increase as the population increases and government's target is 
to increase the penetration rate to 20 PCs per 1000 people till 2008.^ 2 
The prospects of India's IT Industry is very bright regarding 
outsourcing. Because IT industry is that the outsourcing business growth rate 
will increase 19-20 percent annually.^3 
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A new era has been unleashed by the announcement of new Internet 
Service Provides (ISP) policy. Presently more than dozen ISPs are operating in 
India. VSNL has dominated the market as ISP before some other private and 
public companies appeared in the market. Such companies are BSNL, 
Reliance Web World, Tata Nova, Satyam Online (Sify), Wipro's Net Cracker, 
Mantra Online, VSNL, Bharti Enterprises, Essar, Rida Online, and Dish Net 
etc. are providing Internet services.^^ 
Most of the overseas stock exchanges are interested to list Indian 
software comparues. Infosys was first Indian Companies to be listed in 
NASDAQ and it expected that 25 more companies would be soon in the list of 
New York Stock Exchange (NASDAQ) and London Stock Exchange in the 
coming years.^s 
The next major driver of technology led service industry is IT enabled 
services better known as business processing. Call centers, data entry, back 
office operations, web designing and medical transcription are some of the IT 
enabled services.^^ By 2010, it is expected that world wide IT enabled services 
market grow from the present US$ 12 billion to US$ 200 billion. According to 
Mckinsey. It is estimated that the Indian employees strength will rise to 1.3 
billion by 2010.27 
Technically skillful professionals are the basic raw material for any 
industry. India has the second largest English speaking, scientific trained 
manpower in the world. Indian IT professionals acquaintance with English 
makes it easy for then in USA and UK markets.^s The government of India has 
taken step to cultivate other languages like Korean, French, Russian, Japanese 
and Chinese etc. This measure is taken that the IT professionals do not face 
Communication problems in countries like Korea, France, Russia, Japan and 
China. The government of India has also committed to provide computer 
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education in every schools and colleges by the year 2006 under scheme "Rajiv 
Gandhi Computer Sakchharta Mission" and "Sarva Sikchha Abhiyan".^^ 
Average monthly salary of skilled IT professionals in US is around US$ 
600 v^hereas in India it is Rs. 20,000 per month. This has enabled Indian 
Companies to export manpower to European countries for routine 
programming, maintenance and data jobs at cheaper rates. Thus lov^ 7 cost of 
labour is another advantages factor for India over other countries. But now 
this advantages is receiving minor threats from China and Malaysia, but still 
India has some positive places in this regards. This has also helped to more 
foreign companies to set up business in India especially in software sector. 
India is fast emerging as a software development hub in the world.^o 
Since 1991, the Government of India has accorded "Thrust Area Status" 
to the IT Industry specially providing attention to software sector. The 
goverrunent has amended copyright law to make it toughest in the world, 
eliminated import duty on computer software, income tax exemption on 
profit derived from export. 
According to Nasscom, Cyber laws in India could soon be brought at 
par with global standards. It will ascertain protection against cyber violations. 
It will also be helpful to penalizes the theft of digital soft 'immovable 
property' because 150 years old Indian Penal Code does not came to the 
rescue of the affected.^^ 
An agenda under the special Action Plan of the Prime Minister is to 
make India a global Iriformation technology super power and one of the 
largest generation and exports of software in the next 10 years. In May 1998, 
Prime Minister Atal Bihari Vajpayee has appointed a National Task Force on 
Information Technology. The task force has submitted three reports on 
Software, hardware and services and recommended more than 200 
recommendations and the government has approved all these. Department of 
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Information Technology of Ministry of Communication and IT, Government 
of India is a nodal agency for facilitating all the activities of IT in central and 
state government as well as academic institutions in India.^^ 
In order to expand the IT industry, the goverrunents of many states are 
providing state of the art building with all supporting infrastructure. This will 
boost, the foreign companies to establish there operations and development in 
India. Nowadays companies are using latest technologies in client 
networking. E-Commerce, M-Commerce, Internet, OOP, 4GL, JAVA, Case 
tools etc. by the majority of Indian software companies.^^ 
Indians has good sense of Mathematical and logical ability. This 
contributes towards India's success in providing efficient and quality 
software solutions. Mathematical and logical ability coupled with intelligence 
provides wonder for the world. The quality is cynosure for the providing a 
galore opportunities to Indian professionals strong base of national institutes, 
engineering colleges, universities and some e-learning centers are producing 
best among the best IT professionals in the world. 
The highest yardstick of quality in the software is the Software 
Engineering Institute Capability Maturity Model (SEI-CMM) Level 5 
certification and Indian software industry has emerged as a real champion 
with 66 Indian Conapanies has acquired SEI-CMM Level 5 certification. Only 
150 companies from all over the world have received the certificate and by 
this calculation 44 percent of total came under Indian agies companies. 
Besides these around 275 Indian software companies have snatched 
International quality certificate 150-9000 and presently 80 companies are 
under pipeline to acquire this. It is just because of just quality of product and 
their reliability in the global market.^^ 
India can be differentiated from others in having quality and low cost. 
Indian vendors are preferred first in the matter of outsourcing software. 
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Outsourcing and offshore services are dominated in the software export 
sector offshore services are contributing 62 percent in the software export. 
Another reason for the future prospect of Indian "IT" Industry is the 
presence of strong global business lobby. International business community 
has been very supportive of Indian IT Industry mainly due to win-win 
business relation.^ 
Software piracy is a curse for Indian IT Industry. NASSCOM has 
initiated to prevent the piracy and organized many programmes anti-piracy 
programmes and establish Anti-Piracy Raid Forum. In the Berne Convention, 
UGC and TRIPS of WTO has introduced one of the toughest copy right law in 
the world and India has signed at treaty. This is the main reason to decreased 
the piracy rate significantly over the years.^'' 
The working group on Information Technology of Tenth Five Years 
Plan (2002-07) laid the following targets.38 
To achieve a production of Rs. 282,000 crore by 2006-07, with the 
software accounting for Rs. 213,000 crore (75 percent) and hardware 
production Rs. 69,000 crore (25 percent). Software and IT services exports are 
expected to grow to US$ 87 billion by 2008. While the software export target is 
set as 45$ 50 billion, hardware has been kept at 45$ 10 billion by 2008.IT 
exports are likely to constitute 35 percent of India's total export in 2008. The 
software and IT services industry is likely to contribute IH percent of GDP in 
2008.1ndia's share in the overall global software market is expected to 6 
percent by 2007. The Internet subscribers base is expected to cross 35 million 
by 2007.IT industry is expected to generate 7 million jobs by 2008 out of these 
4.8 million jobs in hardware and 2.2 million jobs in the software and ITES.PC 
penetration is expected to become 20 per 1000 by 2008. (Table-6.1) 
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Table - 6.1 





Share of IT Export in India's total Export 
Contribution to GDP 
Internet Subscribes 
PC Penetrations (Per 1000 people) 










Source: Planning Commission, GOI, Tenth Five-Year Plan, 2002, Vol. 11 
Table 6.2 gives the projection as regards export potential of the IT 
industry by the year 2008. The target fixed of IT industry for export is US$ 60 
billion up to 2008. The target for export of software product and hardware is 
US$ 8 billion and US$ 10 billion respectively. Target for the IT services is US$ 
23 billion and IT enabled services is US$ 15 billion for the projected year 
under reference. 
Table - 6.2 
















Source: Data Bank, Ministry of Information Technology, 
Government of India, 2004. 
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Table 6.3 throws light on the target fixed by Ministry of Information 
Technology in terms of total market capitalization by the year 2008. The target 
for software product and IT services is fixed at US$ 19.5 billion and US$ 38.5 
billion. The total target stood as US$ 60 biljion, and of this IT enabled services 
is stood at US$ 19 billion and E-business at US$ 10 billion by the year 2008. 
Table - 6.3 




IT Enabled Services 
E-business 
Total 
Source: Data Bank, Ministry oflnformatic 







m Technology, Government of India, 2004 
and iimnv.nasscom.org 
The Table 6.4 provides an account of the target has to achieve in terms 
of employment generation in hardware and software sectors of the Indian IT 
Industry. The table demonstrates that software sector will generate 2.2 
million, hardware 4.8 billion and IT enabled services at 1.8 million by the year 
2008. All these three major sector of IT Industry will generate 8.8 million 
employments for the period under references. The table also reveals that the 
growth in employment generation by hardware is more than the software and 
ITES sector. 
Table - 6.4 
Employment Generation by the Year 2008 











Source: Data Bank of Ministry of Information Technology Government of India, New Delhi. 
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Table 6.5 reveals the future prospect for Infosys Technologies Limited 
by the year 2008. It shows that the income of the company will reach at 9026 
crore with 26.6 percent growth rate, where as it employees strength will stood 
at 49,350 with 25.53 percent growth rate. This table also describes the earning 
per share in terms of rupees and it will be 85.90 with the 24.9 percent growth 
rate. 
Table - 6.5 













Source: ximno.equitymakers.com (2004) 
4. Conclusion 
From the foregoing discussion, it may be iriferred that besides some of 
the constraints such as weaker economic conditions of Indian people, low 
standard of infrastructure, underdeveloped domestic IT Market, inadequate 
cyber law, high rate of software piracy, languages barriers etc. the Indian IT 
Industry is in general and Infosys in particular are glorified in terms of vast 
market potentials global as well as domestic, availability of cheaper cost on 
labour and high qualitative and efficient IT professionals. Indian IT Industry 
has galore opportunities to reach its zenith however there is an urgent need 
for some more government's arm candy for this industry in terms of high 
level of investment in R&D, infrastructure and adequate cyber laws as par 
global standard. 
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1. Findings of the Study 
The meteoric growth arid development of Indian IT industry in the last 
decade of the 20* century has attracted the attention of both the corporate and 
the government alike. There is no gainsaying the fact that Indian IT industry 
has shown a promising future in terms of rising revenue earnings, burgeoning 
exports and huge employment potentials. Since mid 80's, the goverrunent of 
India had been making all out efforts in terms of multifarious 
pronouncements of policies, programmes and plans for the sustained growth 
and development of IT Industry. In order to further develop and promote this 
emerging sector, the government has declared IT as a thrust sector with the 
advent of New Economic Policy (NEP) of July 1991. The government 
announced specific policy package with regard to income tax exemption from 
profits of software exports and later, reduced import duty on computer 
software from a high of 114 percent to nil. Intellectual Property Rights of 
computer software is covered under Indian Copyright Act. India became the 
12th nation in the world to adopt a cyber law regime during 2000 by drafting 
Information Technology Act 2000. 
The study has brought forth that the IT industry has contributed 3.82 
percent share in India's GDP i.e. to the tune of US$ 21.5 billion during 2003-
04. This industiy has proved to be a hallmark at global market. The export 
market has been identified as a major contiibutor to Indian IT industry with 
64 percent earnings of the total market. With regard to destination of India's 
software exports. North America with USA and Canada have claimed the 
major chunk of share i.e., to the tune of 59.0 percent of total exports in 2003-
04. The share of hardware in IT industry has nevertheless decreased from 28.6 
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percent in 1999-2000 to 22.4 percent in 2003-04 which is attributable to 
insufficient infrastructure facilities and zero import duty under WTO-IT 
agreement. This segment is also receiving high degree of threats from 
Singapore, Taiwan, China and Hong Kong. ITES - BPO is sun rising segment 
in IT industry, which has been witnessed to have registered US$ 3.9 billion 
revenue earrtings in 2003-04. ITES-BPO services of India are able to deliver 
superior quality because of large pool of english speaking people and low cost 
advantages. Geographical location is another advantage for India. This 
segment too is confronted with threats from Ireland, Malaysia and China. 
The IT revolution in fact has given birth to a new economic culture and 
social transformation for the potential benefits to the developed and the 
developing nations. In the last decade of the 20* century and early period of 
the new millennium, the IT industry in India has shown meteoric growth, 
which none of the industry of the economy has followed before. Despite the 
global economic slowdown in 2001-02, desperate socio-economic 
environment due to terrorism, the Indian IT Industry registered revenue 
earnings of US$ 21603 millions in 2003-04. India's most prized resource in this 
knowledge economy is its large pool of technical and English speaking 
human resource. Indian IT Industry had strengths of 813, 000 IT professionals 
in 2003-04 with the average annual growth rate of 28.56 percent during the 
period under study. The domestic market of Indian IT industry is though 
passing its infancy period yet there are vast opportunities to grow in this 
market. Domestic market of Indian IT Industry has recorded revenue earnings 
of US$ 5460 million during the period 2003-04. This industry has proved its 
hallmark at international market by supplying high quality products and 
services to other nations. Even Indian soil has become the global supplier of 
highly efficient IT professionals. Revenue earnings of US$ 16143 million have 
come through exports market of IT industry with the growth rate of 22.52 
percent. Industry has successfully received the attention of the government 
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due to increased share of exports at 28.08 percent in total India's exports in 
2003-04 registering an increase of 26.7 percent from just 1.44 percent in 1991-
92 attaining this tremendous growth in the span of last 13 years. The software 
sector of the industry has truly symbolized India's strength at the global 
market. The software sector of IT industry has registered growth of 32.83 
percent and revenue eariungs of US$ 16500 millions during 2003-04. This 
sector has also shared 2.64 percent in the India's GDP and 21.3 percent in 
Country's exports for the year 2003-04. 
Hardware sector of this industry is passing through a lean patch 
mainly due to underdeveloped domestic market and low class infrastructure 
facilities to manufactures. It is also receiving millions of threats after zero 
import duty on IT products under WTO-IT Agreement. Despite all these. 
Hardware Sector has however managed to earn revenue amounting to US$ 
1203 million in 2003-04. 
Based on location and people attractiveness, India is identified as strong 
contenders for the global ITES-BPO market and has made a substantive 
presence in the international market. India has attained high growth in the 
sector mainly due to cost advantage, large pool of English speaking people 
and its geogi aphical location. FDI has started to bite the Indian Ir\formation 
Technology industry in its full swing since economic liberalization. Indian IT 
industry has attracted inflows of FDI to the tune of US$ 218 million, which 
accounts for 6.58 percent share in the total FDI iriflows in India during 2003-
04. 
The nature of availability of data on IT as a whole were insufficient to 
evaluate the performance of IT industry hence, select six star companies of 
Indian IT industry namely, TCS, Wipro, Satyam Computers, HCL 
Technologies, Pentasoft Technologies and I-Flex Solutions have been 
undertaken to evaluate the physical as well as the financial performances on 
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the basis of size of revenues which comes around 22 percent of the total 
revenue generated by Indian IT industry during the period under reference. 
The revenue earnings of selected six big bosses of Indian IT industry namely 
TCS, Wipro, Satyam, HCL Technologies, Pentasoft and I-Flex Solution were 
Rs. 20138.61 crore in 2003-04. Tata Consultancy Services (TCS) became the 
largest Indian IT Company after acquiring government owned CMC Limited. 
Total net profit earrungs and export revenue earnings of these companies 
stood at Rs. 4740.04 crore and Rs. 14579.57 crore respectively in 2003-04. There 
is a large demand of the most sophisticated software products and solution 
developed and designed by these companies at the international market. 
Infosys Technologies Limited is one of the leading Indian software 
comparues engaged in effective business of IT services in Internet technology 
product development, engineering product design and data management. It 
was incorporated in 1981 as a private company and later became a public 
company in 1993. In the financial year 2003-04, the total revenue of this 
Company stood at Rs. 4760.89 crore and the Profit After Tax (PAT) was Rs. 
1243.47 crore. The share of exports earnings of Infosys registered 74.43 percent 
of its total earnings and foreign exchange inflows stood at Rs. 4532.56 crore in 
2003-04. Infosys has the credit of successfully capturing the global market by 
providing quality IT services. 
Besides some constraints confronted with by the Indian IT industry, 
such as, weaker economic conditioris of Indian people, low standard of 
infrastructure, underdeveloped domestic IT Market, inadequate cyber law, 
high rate of software piracy, language barriers etc; the Indian IT Industry in 
general and Infosys in particular are yet glorified in terms of vast potentials in 
global and domestic markets both, availability of cheap but highly skilled 
labour and qualified and efficient IT professionals. Indian IT Industry has 
galore business opportunities to reach its zenith of success, however it needs 
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some more government's arm candy in terms of high investment in R&D, 
infrastructure and adequate cyber laws as par global standard. 
From the application of statistical tools for testing of hypotheses, it is 
inferred that the export revenue from IT industry is significantly contributing 
towards the growth of India's total exports during the study period. FDI 
inflows in Indian IT industry is functionally related with the total FDI inflows 
in India. The total revenue of Indian IT industry is statistically related to the 
exports revenue of Indian IT industry. The study reveals that the exports 
revenue of the Indian IT industry is significantly contributing to total revenue 
of the industry. Analysis further brings forth that most of the revenue of the 
Indian IT industry is dependent on the revenue from the software. 
The six select Indian IT companies are found to be the major 
contributors in the total revenue and exports revenue of the Indian IT 
industry for the period under reference. The domestic revenue of Indian IT 
industry and domestic revenue from software are statistically significant. 
Domestic revenue from the hardware is also sigruficantly contributing to the 
growth of the total revenue of India IT industry. ITES-BPO is also responsible 
for the growth of Indian IT industry. However, exports revenue from 
software is the biggest contributor towards the total revenue of Indian IT 
industry. Exports revenue from hardware is also gaining momentum. The 
exports revenue from ITES-BPO is also fairly contributing towards the 
development of the Indian IT industry. 
Infosys Technologies Limited, which has been undertaken as a case 
study, is found to be positively contributing towards the growth of Indian IT 
industry in terms of total revenue and exports revenue. However, the 
employment situation of Ir\fosys is not found statistically significance. Further 
more, the performance of Infosys is better than the six selected Indian IT 
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companies in terms of Net Profit Ratio, Return on Capital Employed and 
Current Ratio for the reviewed period. 
2. Suggestions and Recommendations 
Indian Information Technology Industry is a boon of liberalization and 
globalization, which is fast shaping the destiny of global economy. Indian IT 
Industry is a white hope for the Indian economy. Indian software sector of IT 
Industry has proved its hallmark at the global market. Indian soil has become 
the world supplier of high quality and efficient IT professional at a 
competitive cost. 
Although Indian IT Industry is performing well in all the sphere of its 
operatior\s, still there is wide scope for improvements in the financial and 
physical performance of the IT Industry. Further improvement can be 
achieved with the help of successful implementation of the following 
suggestions. 
There is an urgent need for enhancing total contribution of IT industry 
in the GDP of the country. In order to increase the share of IT industry in 
GDP, concrete initiatives from the corporate world and government in the 
form of new market exploration, new product development and standardized 
infrastructural facilities are needed. Hardware sector of IT Industry is still in 
its infancy, which requires concessions and relaxation in order to make it 
commercial, viable and competitive. Goverrunent should come forward to 
grant various types of incentives to this sector, especially tax holidays, 
subsidies, loan and advances at a concessional rate so that it can face global 
competition from the imported hardware. 
Seven IT companies under the study are sharing major chunk of the 
market shares in terms of revenue, exports and employment. There are 
numerous small enterprises budding in the IT industry, but mostly they are 
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out of the preview of organized sector. As a result, these small but important 
players are not able to derive benefits from major scheme of the government. 
There is an immediate need to organize these small enterprises so that they 
can sustain and survive the competition from the companies from China, 
Philippines and other fast growing IT countries. Small business houses should 
try to form big organization by merging their small business ventures with 
other suitable entities. It will enhance their productivity as well bargaining 
capacity. 
Infosys has attained a fast growth and it should try to maintain this fast 
track of growth. There is need for developing new product and diversify its 
existing line of products. Mostly Indian companies are engaged in the 
production of front office related product, such as, pay roll muster etc. Infosys 
should make an endeavour to pool its resources in order to develop more 
attractive products besides the traditional products. 
Indian IT industry has been found to be gradually losing its cost 
advantages and other countries like Ireland, Malaysia, South Africa, 
Philippines and China are coming up with the cheap products and services. In 
order to maintain its cost advantage every effort should be made to increase 
productivity and efficiency. Current ratio of Infosys seenas t^uit high, 
company management can take prudent decision to reduce ratio and the 
excess amount invested in current assets can be judiciously employed in more 
profitable fixed assets especially in R&D area. Hardware prices in India are 
quite high and it takes about one year worth of PCI to buy a PC in India. 
There is a need to lower duties like custom duty, VAT and other local taxes, 
which contribute 30-40 percent of assembled hardware process. This can 
spread PC penetration rate in India. 
Due to distorted tariff structure, poor infrastructure, high cost of 
finance and stiff competition from TNCs, IT hardware production is facing 
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high degree of threats. This would require a comprehensive packages of 
measures, both short term and long term and world class products to be made 
available at competitive prices, providing standard class of infrastructure and 
easy financing system by commercial banks. As recommended by the 
Working Group on IT of Planning Commission, the creation of an Electronic 
Component Development Fund with Rs. 100 crore, should be established as 
early as possible and loan should be provided to credible entrepreneurs at 
subsidized rate of interest. Special incentives should be given for IT 
manpower to cultivate other languages like Korean, Chinese, Japanese, 
German, Russian and French. There should be more promotional schemes via 
organizing lectures, demonstrations and exhibitions in different countries by 
CII, FICCI, Nasscom as well as Ministry of Information Technology, the 
Government of India in order to explore new markets. 
The Government is found to have failed to provide uninterrupted 
power supply and high liivkage transportation facilities. Government should 
give more attention on upgrading the infrastructure at global level. There is 
necessity of establishing more Indian Institutes of Information Technology, 
REC and computer centers to train the IT professionals. It will help to remove 
the imbalance equation of demand and supply of IT professionals. This 
requires an urgent attention of the Ministry of Information Technology as 
well as the Ministry of Human Resource Development. To revoke the brain 
drain in this knowledge economy, there is a need to provide handsome 
packages of salary, perks and incentives to IT professionals in India. 
However, increased payment of salary may adversely affect the cost 
competitive advantage enjoyed by India so due attention should be paid 
while deciding new salary packages. Low level of R&D investment defines 
major constraints for software and services sector. This has resulted in missed 
opportunities for the development of indigenous technologies and software 
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products. Government should change its strategic policy regarding R&D and 
should increase the share of R&D in its budget outlays. 
India's fast growing software industry is becoming a victim of its own 
success. In the past years, Indian IT companies have been subjected to 
unprecedented harassment by immigration authorities in Europe, Asia and 
USA. Following are the recommendations in this regard: 
a. Simplification of the sanctioning visa within short time. 
b. Reduce the documentation needs within the security framework for 
IT professionals. 
c. Avoid double taxation and social security taxes through bilateral 
arrangement. 
d. Issue separate 'Professional Services' visa for IT professionals with 
minimal restriction of movement across European Union. 
The Government should pay more attention and assistance to 
researchers who are working on the development of Ir\formation Technology. 
It will be helpful to identify the basic problems in the path of growth and 
development of IT and beside this it will also assist to recognize new future 
opportunities for Indian IT industry. The policies and strategies related to 
assistance to researchers can be successfully implemented by the Nasscom 
and Ministry of Information Technology, Government of India. Piracy of 
software in India is the rule rather than the exception. This has affected 
producers negatively both directly and indirectly. There is alarming need to 
make toughest cyber laws and adopt and implement Anti-Piracy law 
strongly. Indian civil aviation policy should be reviewed. Government should 
allow international flights from some more cities in India especially for US, 
Australia and Ireland. It will remove the transportation barrier in the way of 
growth of IT industry. The IT related courses should be started and made 
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compulsory from the junior level education in the country even in schools run 
by local bodies. In order to reduce the illiterate population in India, presently, 
which stood at 35 percent of the total population, there is a need to start more 
e-learning and online education programmes. It has two way positive effect, 
one to increase the literacy rate and second to increase the penetration of 
computer networking in India. 
In order to increase PC penetration, the government should come up 
with new schemes, which should focus upon organizations, researchers, 
teachers and students to purchase computers at subsidized prices in easy 
installments. It is vital to create a strong local market. There are strategic 
reasons for focusing initially at the domestic market to develop experience 
and capabilities before becoming a super power at international market. The 
Government Policy of IT for all by 2008 "requires a new momentum. 
Ambitious target likes 'Two PC for every department is meaningless if these 
department officials are not trained to operate their computers. The 
Government should start compulsory orientation classes, training and 
workshop to all government officials. 
Government departments should spend 3 percent of the budget on IT 
development to initiate Siniple, Moral, Accountable, Responsive and 
Transparent (SMART) governance. Promotion of software in Indian 
languages is also required to increase IT penetration in domestic markets. 
There is an urgent need of updating the syllabi of computer engineering, 
electronic and IT in various technical and management institutes to fall in line 
with the global industry's requirements. It is essential to create confidence in 
our own people so that they can use the network with absolute faith for 
commerce, communication, entertainment and software development. So 
information sharing through the internet requires some strong measures to 
prevent prowlers from taking away the digital assets. 
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Vidya Vahini and Gyan Vahini programmes to provide connectivity 
and IT infrastructure to schools and higher learrung institutions should be 
spread all over the country, Presently these projects are rurming only in seven 
districts of the India. Government should establish more Community 
Information Centers (CICs) to provide connectivity at the block level for 
accelerating socio-economic development. There are orUy 487 centers at block 
level mainly in North-Eastern states. There is urgent need to launch these 
projects in bigger states especially in Uttar Pradesh, Madhya Pradesh and 
Rajasthan. 
The State Government should establish one 'Internet Cafe' on per five 
villages to make rural population familiar to this magic technology. There is 
also a need to set up 'Public Internet Caf6' in urban areas to beat high rate 
charged by private cafe operator. Wi-Fi technology should be installed to 
increase the speed of data transfer. Presently, India is using UAI OFC as 
compare to UAIW OFC in US. 
In order to tackle the stress issue in Indian BPO, it is essential to 
provide employees the freedom to choose flexi-time, employees Orientation 
Programme (EOPs) and Reward and Recogiution Programme (R&R). More 
Software and Hardware Technology Parks need be established for the 
development of new products and more export Processing Zones (EPZs) are 
needed to increase the exports. Each state should establish a Silicon city like 
Bangalore. This will be helpful to create more opportunities in each state. 
Cybrabad in Hydrabad is one such example. 
Indian IT companies should pay attention to set up Research and 
Department centers, which are needed to stay in competition by rapid 
technological advancement and to maintain their monopoly in the global 
market specially in the field of software, so that they can create a niche for 
their hardware. Government should also liberalize the laws related to issue of 
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ADRs and GDRs because it is an important source of capital for Indian 
companies from the foreign market. Infosys should set up some development 
centers in north India, it will remove the geographical disparities among the 
regions, and it should also start some philanthropic activities in these areas. 
In fine, the Indian IT industry has galore vistas for investments 
opportunities to reach its zenith in global business arena. The suggests and 
recommendations proffered v i^ll go a long way in making Indian IT a paragon 
of global competitiveness. 
3. Direction for Future Researches. 
The present study was devoted to appraise the physical and financial 
performance of Indian IT industry with special reference to Infosys since 
economic liberalization. The researcher feels that there is always a room for 
further researches in specific thematic research sphere. For the purpose of the 
study, six IT companies were selected as sample based on their revenue 
generation capacity, which accounted for 22 percent of total revenue of IT 
industry by 2004. It is felt that a research programme can be undertaken by 
adding some more medium sized IT companies to delve deeper into the 
problems faced by IT industry. The study may also be undertaken for 
productivity performance appraisal in terms of labour productivity and 
capital productivity of Indian IT industry. A full-fledged research 
programmes may also be ventured in the different aspects of ITES-BPOs and 
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India's Foreign Trade 













































































































































Source: Directorate General of Commercial Intelligence 





















































































































* Data on such acquisitions are included as part of FDI since January 1996 
Note: 1. Data on FDI have been revised since 2000-01 with expanded coverage to 
approach international best practices. Data from 2000-01 onwards are not comparable 
with FDI data for 
earlier years. 
2. Negative (-) sign indicates outflow. 




Statement On Sector Wise Break-Up For Foreign Direct Investment (FDI)& 
Foreign Technology Cases (FTCs) Approved By Government 
During August 1991 To March 2004 







Name of the Sector No. of Approvals 































Oil Refinery (Other) 
Others (Fuels) 
Sector Total 
Boilers And Steam 
Generating Plants 
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Textiles (Including Dyed, 
Printed) 
Paper And Pulp 



























Vegetable Oils And 
Vanaspati 
Soaps, Cosmetics And 
Toilet Preparations 
Rubber Goods 
Leather, Leather Goods 
And Pickers 
Glue And Gelatin 
Glass 
Ceramics 





































































































































































Hotel & Tourism 
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Seeds & Plantation) 
Floriculture 
Diamond 
Ornament & Gold 




Printing of Books etc. 
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The TCS Division of Tata Sons Limited 
Combined and Consolidated Statements as 
on 31 March, 2002,2003 and 2004 





Other Income (expense), net 
Income before income taxes, 
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interests 





























Wipro Technologies Limited 
Business Performance as on 31 March, 2003 and 2004 
(Figure in Rs. millions) 
Particulars 



































Satyam Computer Services Limited 
Financial Performance Indicators 
(Rs. in crore) 
Profit & Loss Account 
INCOME 
Sales - Export 
- Domestic 










PROFIT BEFORE TAXATION 
Provision for Taxation 
PROFIT AFTER TAXATION 
Non recurring income / (Loss) 
Add : Balance brought forward from 
previous year 
PROFIT AVAILABLE FOR 
APPROPRIATION 
EPS - Basic 













































































Source : www.satyam.com 
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HCL Technologies 
Business Performance as on 30 June, 2002,2003 and 2004 





Cost of Software development 
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Provision for tax 









































Pentasof t Technologies Limited 













Depreciation & Amortization 
Profit Before Extraordinary I t e m s 
Profit Before Tax 
Provision for Tax 
Deferred Tax 
Profit After Tax 
Paid-up Equity Share Capital 
Reserves & Surplus Excluding Revaluation 
Reserves 
Earnings Per Share - Basic & Diluted (Rs.) 
Book Value Per Share(Rs.) 
Aggregate Of Non-Promoters Shareholding 
- Number Of Shares 
- Percentage Of Share holding 
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Source : www.pentasoftech.com 
Annexure-11 
I-flex Solutions 
Business Performance as on 31 March, 2002,2003 and 2004 

















































Inf osys Technologies Limited 
Financial Highlights 
Five-Year Overview Indian GAAP 
Particulars 2004-05 2003 - 04 2002-03 
P&L Data (in Rs. Cr.) 
Revenue 
Operating Profit (PBIDT) 
Depreciabon & Amortizabon 
Provision for taxation 


































Source : wv/w.infy.com 
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Particulars 2004-05 2003-04 2002-03 2001 - 02 2000-01 
P&L Ratios 
Export revenue/ Total revenue(%) 
Software dev expenses/ Total revenue 
(%) 
Gross Profit/ Total revenue (%) 
Selling and marketing expenses/ Total 
revenue (%) 
General and administration expenses/ 
Total revenue (%) 
Employee costs/ Total revenue (%) 
Operating profit/ Total revenue (%) 
Operating profit after depreciation and 
interest/ Total revenue (%) 
Depreciation and amortization/Total 
revenue {%) 
Tax/ Total revenue (%) 








































































Export revenue (%) 
Total revenue (%) 
Operating profit (%) 
Net profit from ordinary acbvities (%) 


























Annexure 12 (b) 
Particulars 2004-05 2003-04 2002-03 2001 - 02 
Balance Sheet Data (in Rs. Cr.) 
Share Capital 
Reserves & Surplus 
Fixed Assets 
Investments 
Deferred Tax Assets 
































Annexure 12 (c) 
Particulars 2004-05 2003-04 2002-03 2001 - 02 
Balance Sheet Ratios 
Debtors revenue (days) 
Current ratio 
Cash and cash equivalents/ Total assets (%) 
























Annexure 12 (d) 
Particulars 2004-05 2003-04 2002-03 
Per Share Data 
No. of shares for EPS 
EPS from ordinary act-Basic 






























Annexure 12 (e) 
Particulars 2004-05 2003-04 2002-03 2001 - 02 2000-01 
Per share Ratios 
Basic EPS from ordinary activities 
Cash EPS from ordinary activities 
Book value (Rs.) 
Price/ earning, end of year 
Price/ cash earnings, end of year 
Price/ book value, end of year 
PE/EPS growth 
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Std Error of 
the Estimate 
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a Predictors (Constant), total India's Export 




























Total FDI Inflows 
in Indian IT 
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Std Error of 
the Estimate 
70 65986 






















a Predictors (Constant), Total FDI Inflows in India 






























Indian IT Industry 
Total Revenue of 
Indian IT Industry 

































Std Error of 
the Estimate 
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a Predictors. (Constant), Total Revenue of Indian IT Industry 
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Indian IT Industry 































Std. Error of 
the Estimate 
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3 Predictors (Constant), Total Revenue of Indian IT Industry 




































































Std Error of 
the Estimate 
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3 Predictors- (Constant), Total Export Revenue of Indian IT Industry 



























a. Dependent Variable: Total Export Revenue of Selected Six Indian IT Companies 
Annexure-18 
Descriptive Statistics 
Total Revenue of 
Indian IT Industry 



































Std. Error of 
the Estimate 
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a Predictors. (Constant), Total Revenue of Indian IT Industry 
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Std Error of 
the Estimate 
823.46732 
Predictors: (Constant), Total Domestic Revenue of 
























3 Predictors (Constant), Total Domestic Revenue of Indian IT Industry 
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Std Error of 
the Estimate 
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a predictors (Constant), Total Domestic Revenue of 
























a Predictors: (Constant), DOM_TOTA 



































Indian IT Industry 































Std. Error of 
the Estimate 
809.46269 
3- Predictors: (Constant), Total Domestic Revenue of 
























a Predictors (Constant), Total Domestic Revenue of Indian IT industry 
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a Predictors (Constant), Total Export Revenue of Indian IT Industry 
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Std. Error of 
the Estimate 
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3 Predictors: (Constant). Total Export Revenue of Indian IT Industry 
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Std. Error of 
the Estimate 
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a Predictors: (Constant), Total Export Revenue of Indian IT Industry 



























a Dependent Variable Total Export Revenue of ITES-BPO 
Annexure-2S 
Descriptive Statistics 
Total Indian IT 
Industry 
Revenue 
Total Revenue of 
Infosys 































Std Error of 
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3 Predictors (Constant), Total Indian IT Industry Revenue 





























































Std Error of 
the Estimate 
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3 Predictors (Constant), Total Employees in Indian IT Industry 
b Dependent Vanable Total Employees in Infosys 
Coefficients * 

















































NPR of Selected 
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Std Error of 
the Estimate 
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3 Predictors (Constant) NPR of Selected Six Indian IT Companies 





































ROCE of Infosys 































Std Error of 
the Estimate 
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a Predictors (Constant), ROCE of Selected Six Indian IT Companies 






























a Dependent Vanable ROCE of Infosys 
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Descriptive Statistics 




Current Ratio of 
Infosys 































Std. Error of 
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a. Predictors: (Constant), Current Ratio of Six Selected 






















3 Predictors (Constant), Cun-enI Ratio of Six Selected Indian IT Companies 
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